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We were able to grow our revenues by over 135% in 2002 - our first full
year of operation following the completion of our network build-out and

the closing of our acquisition of VIA Wireless in the second half of 2001.

Our sales organization has worked diligently to build customer relation-

ships, communicate effactively through advertising, promotions, events
and direct mail, and maintain UbiquiTel's high level of customer service.
We will build on these strengths to continue to grow the business into

2003 and beyond.

Not only did we add quality subscribers, improve overall cost-efficiency
and reduce churn in 2002, as we have entered 2003 our operations
continue to gain momertum towards a critical measurement of future
success, which is to generate positive cash flow for our shareholders.
We believe we have the right capital structure, products, technology

and people for a prosperous year.

Sincerely,

Dt 4

Donald A. Harris
Chairman of the Board,

President and Chief Executive Officer

Total Revenues (in Millions)




With an eye to the future, we were pleased to be part of the first national

: ) car o , > PCS Vision™
taunch of third generation {*3G") services in the third quarter of 2002,
giving us a real technological edge in the marketplace. 3G wireless data
services, which we call “PCS Vision”, provide our customers the ahility Pictures
to send and receive email, access the web, connect securely into their
companies’ private networks, take and transmit pictures and play games Messaging

— at speeds generally faster than their home dial-up modem service.
We have added an exciting new line of devices capable of providing 3G Business Connection™

services, including wireless modem cards for laptops, PDAs, camera
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phones and our popular traditional phones now available with color Games
displays. PCS Vision essentially aflows our customers to bring their
office or home computer with them when traveling. We added 17,500 Q,) Ringers

PCS Vision subscribers in the last four months of 2002 after we launched

Screen Savers

@

service and are optimistic that 3G will lead us into the future with a

competitive advaniage to aggressively compete for customers and

create a new wireless data revenue stream to achieve and increase Web

&

our prafitability.

We look forward to continuing leadership in product innovation in 2003.
We are especially excited about “Push-to-Talk” which Sprint is planning
to launch in the second half of this year. We believe adding this
“walkie-tatkie” ability will complement our 3G services and attract the
traditionally more profitable business segment, in addition to supple-
menting our strong current offerings to the consumer market.

Subscriber Base — Prime/Sub-Prime

With an eye to the future, we successfully adapted our operating plan in
2002 to produce strong and sequentially improving results in a challenging oo
wireless market that has been impacted by slower rates of growth and 80%
excessive competition. We re-introduced deposit requirements in early 0%
2002 across all of our markets for customers in sub-prime credit classes, -

and while this action temporarily impacted growth in the first half of the
20%
year, it helped us to significantly increase the quality of our subscriber base

during the third and fourth quarters. As a result, approximately 89% of our o

net subscriber additions were in the prime credit classes in 2002 and we

gnded the year with 71% of our 257,000 subscribers in prime credit classes,

a significant improvement from 58% a year ago. In addition, subscriber

B Prime

churn in the fourth quarter dropped to 3.9% from a high of 4.3% in the third L] Sub-Prime without Deposits

B Sub-Prime with Deposits

guarter, while bad debt expense improved 69% during the same period.




UsitouiTeL Incg.,

headquartered in Conshohocken, PA, is the exclusive provider of Sprint
digital wireless mobility communications network products and services
under the Sprint brand name to midsize markets in the Western and
Midwestern United States that include a population of approximately
11.1 million residents and caver portions of California, Nevada, Washington,
Idaho, Montana, Wyoming, Utah, Indiana and Kentucky. UbiquiTel is
traded on The Nasdag SmallCap Market under the symbol "UPCS".

Aprit 2003

TO OUR SHAREHOLDERS:

“Along with success comes a reputation for wisdom,” said the scholar
Euripides. Hopefully, our success as an organization has taught us many
lessons which have helped guide us in the past, and will propel us into

a profitable future.

With an eye to the future, we completed a series of three transactions
in February 2003 that reduced our debt by over $100 million and will
save the company over $243 million in debt service obligations. We
continue to maintain a healthy liquidity position with approximately $76
million in cash, cash equivalents and restricted cash as of December 31,
2002 and an additional $50 million in an unused bank revolving credit line
presently. Most importantly, UbiquiTel re-established a solid financial

footing, and is poised for future growth and profitability.

Debt (in Millions)

$458

W Secured Debt 3 unsecured Debt

* As defined in our senior credit facility agreement. Excludes $45.8
of future cash flows associated with interest and accretion related
to original issue discount,
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Explanatory Note:

The Consolidated Financial Statements included herein are that of UbiquiTel Inc. (“UbiquiTel”).
The Co-Registrants are UbiquiTel and UbiquiTel Operating Company (“Operating Company”), which is
a wholly-owned subsidiary of UbiquiTel and the issuer of 14% Senior Subordinated Discount Notes due
2010 (the “Notes”). UbiquiTel has provided a full, unconditional, joint and several guaranty of
Operating Company’s obligations under the Notes. UbiquiTel has no operations separate from its
investment in Operating Company. Pursuant to Rule 12h-5 of the Securities Exchange Act, no separate
financial statements and other disclosures concerning Operating Company other than narrative
disclosures set forth in Note 15 to the Consoclidated Financial Statements have been presented herein.
As used herein and except as the context otherwise may require, the “Company,” “we,” “us,” “our” or
“UbiquiTe]l” means, collectively, UbiquiTel, Operating Company and all of their consolidated

subsidiaries.



PART 1

ITEM 1. Business

Special Note Concerning Forward-Looking Statements

We believe that it is important to communicate our future expectations to our security holders and
to the public. This report, therefore, contains, or incorporates by reference, statements about future
events and expectations which are “forward-looking statements” within the meaning of Sections 27A of
the Securities Act of 1933 and 21E of the Securities Exchange Act of 1934, including the statements
about our plans, objectives, expectations and prospects under the headings “Item 1. Business” and
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
You can expect to identify these statements by forward-looking words such as “may,” “might,” “could,”
“would,” “anticipate,” “believe,” “plan,” “estimate,” “project,” “expect,” “intend,” “seek” and other
similar expressions. Any statement contained or incorporated by reference in this report that is not a
statement of historical fact may be deemed to be a forward-looking statement. Although we believe
that the plans, objectives, expectations and prospects reflected in or suggested by our forward-looking
statements are reasonable, those statements involve risks, uncertainties and other factors that may
cause our actual results, performance or achievements to be materially different from any future
results, performance or achievements expressed or implied by these forward-looking statements, and we
can give no assurance that our plans, objectives, expectations and prospects will be achieved.

Important factors that might cause our actual results to differ materially from the results
contemplated by the forward-looking statements are contained in the “Risk Factors” section in this
Item 1, in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and elsewhere in this report and our future filings with the Securities and Exchange
Commission. All written or oral forward-looking statements attributable to us are expressly qualified in
their entirety by these cautionary statements.

Certain Definitions

E2 N1 b2 N1

In this report, unless the context otherwise requires, the “Company,” “we,” “us,” “our” or
“UbiquiTel” means, collectively UbiquiTel Inc., UbiquiTel Operating Company and all of their
consolidated subsidiaries. We refer to UbiquiTel Operating Company as “Operating Company.”

“Sprint PCS” refers to Sprint Communications Company, L.P,, Sprint Spectrum L.P. and
WirelessCo, L.P. In this report, we refer to Sprint Corporation and its affiliates, including Sprint PCS,
as “Sprint.” Statements in this report regarding Sprint are derived from information contained in our
agreements with Sprint, periodic reports and other documents filed by Sprint with the Securities and
Exchange Commission or press releases or public statements issued by Sprint.

Overview

UbiquiTel, through its management agreement between Operating Company and Sprint PCS, is the
exclusive provider of Sprint PCS digital wireless personal communications services (“PCS”) to markets
in the western and midwestern United States which include a total population of approximately
11.1 million residents. Sprint has PCS licenses to cover more than 280 million people across all 50
states, Puerto Rico and the U.S. Virgin Islands. We do not own any PCS licenses in our markets or
elsewhere, so generally we can only operate our business so long as we remain a PCS affiliate of Sprint
and Sprint and related entities continue to own the PCS licenses in our markets. Sprint directly
operates its PCS network in major metropolitan markets throughout the United States. Sprint also has
entered into independent management agreements with various PCS affiliates of Sprint, such as us,
under which the PCS affiliates of Sprint have agreed to construct and manage the PCS networks under
the Sprint brand name in midsize and smaller markets. Sprint is not obligated to provide us with any




support in connection with our business or otherwise, other than performing its contractual obligations
under the management agreement and other related agreements between us.

Sprint operates a 100% digital PCS wireless network in the United States and holds licenses to
provide PCS nationwide, using code division multiple access or CDMA technology. Sprint, directly and
indirectly through PCS affiliates such as us, provides wireless services in more than 4,000 cities and
communities across the country.

As of December 31, 2002, UbiquiTel had approximately 257,000 customers and total network
coverage of approximately 7.8 million residents. For the year ended December 31, 2002, UbiquiTel
generated revenue of approximately $220.8 million.

Available Information

Our Internet address is www.ubiquitelpcs.com. We make available on our Internet website free of
charge our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, and amendments to those reports as soon as practicable after we electronically file such
material with the Securities and Exchange Commission. The information contained on our website is
not incorporated by reference in this report.

Recent Developments

On February 26, 2003, Operating Company consummated a private placement exchange of
$48.2 million aggregate principal amount of its new 14% senior discount notes due May 15, 2010 and
$9.6 million in cash for $192.7 million aggregate principal amount of its outstanding 14% senior
subordinated discount notes due April 15, 2010. Additionally, we consummated concurrently a related
new financing, in a private placement offering, of $12.8 million aggregate principal amount of
Operating Company’s 14% Series B senior discount notes due 2008 in which Operating Company
received cash proceeds of $9.6 million to fund the cash portion of the exchange. Under the new
financing, UbiquiTel issued detachable warrants to purchase approximately 9.6 million shares of its
common stock.

As a condition to these transactions, our senior lenders required us to prepay concutrently with
the consummation of the exchange $15.0 million of our outstanding term loans under Operating
Company’s senior secured credit facility, which reduced the outstanding term loans under the senior
secured credit facility to $230.0 million, and our $55.0 million unused revolving line of credit under the
senior secured credit facility was permanently reduced by $5.0 million to $50.0 million.

Current Operating Environment and its Impact on the Company

Since the beginning of 2002, the wireless communications industry, as well as UbiquiTel, has
experienced significant declines in per share equity prices. We believe that this decline in wireless
stocks results from a weaker outlook for the wireless industry than previously expected. Reasons for a
weaker operating environment include:

* declining rates of subscriber growth in the United States as overall rates of penetration in the
wireless industry approach and exceed 50%, which decline may have been exacerbated by a
widespread economic slowdown;

* concerns that these declines, coupled with intense competition among wireless service providers
in the United States, will continue to lead to service offerings of increasingly large bundles of
minutes at lower prices;

* higher rates of customer turnover, called churn, resulting from intense competition and
programs for sub-prime credit quality subscribers; and




* the highly leveraged capital structures of many wireless providers and a lack of viable financing
alternatives.

Our business has been and continues to be affected by these market conditions. In addition, as a
result of our dependence on Sprint, we also are confronted with additional factors that have had and
will likely continue to have a negative impact on our operations such as:

» We offered a program that attracted sub-prime credit quality subscribers and contributed to high
rates of churn. The introduction of this program was required under our agreements with Sprint
until late February 2002 (See “—Marketing Strategy” for a description of the program and
“—Risk Factors—Risks Particular to Our Relationship with Sprint”);

» Over the past year, Sprint has taken a number of actions which resulted in unanticipated charges
or increases in charges to us. Some of these charges resulted from errors by Sprint, while others
were charges to which we had little or no advance notice. The effect of these actions was to
interject a greater degree of uncertainty to our business and financial planning (See “—Risk
Factors—Risks Particular to Qur Relationship with Sprint”);

* Over the past two years, Sprint has reduced our reciprocal travel rate in a series of rate
reductions from $0.20 per minute to the recently announced $0.058 per minute. The effect of
these rate changes was to reduce our operating income and liquidity position (See “—Risk
Factors—Risks Related to Our Business, Strategy and Operations—We will not receive as much
Sprint net travel, or roaming, revenue as we anticipated”); and

* Our dependence on Sprint to provide customer care provides us limited tools to improve the
quality of customer care, which may contribute to higher churn.

These factors have led us to revise our business plan to reflect this less-favorable operating
environment. We had previously projected to generate positive cash flow from operations less capital
expenditures in 2004. However, due to a number of factors, including very aggressive price competition,
general economic uncertainty, higher costs for new subscriber additions than we anticipated, lower new
subscriber additions than we anticipated, continuing higher rates of customer turnover than we
anticipated, the recent change to the reciprocal travel rate with Sprint that took effect on January 1,
2003, and potential changes to the roaming rates, we may generate positive cash flow from operations
less capital expenditures a year or two later. However, our projections are subject to numerous further
risks and uncertainties that are described under “—Risk Factors.” We will have to dedicate a
substantial portion of any future cash flow from operations to make interest and principal payments on
our debt and fund capital expenditures, which will reduce funds available for other purposes. Our
operating profitability will depend on many factors, including, among others, our relationship with
Sprint and our ability to market PCS services, achieve projected market penetration and manage churn.

Business Strategy

Our goal is to become one of the most profitable regional wireless providers by combining the
strengths of our affiliation with a national wireless company with management and resources focused
exclusively on acquiring and retaining high quality subscribers in our local markets. We believe the
following elements are critical to enable us to achieve this goal:

* Target our sales and marketing efforts toward prime credit classes;
* Balance growth with competitive pressures;
* Leverage our third generation network platform;

* Reduce churn and bad debt expense by improving the quality of our subscriber base; and



* Optimize our relationship with Sprint PCS to take advantage of their nationwide third
generation network and services.

Target our sales and marketing efforts toward prime credit classes. With approximately 75% of sales
coming from customers who are previous wireless users, we have focused our marketing efforts and
aligned our distribution to the subsection of our markets where these potential prime credit class
customers live, work and shop. We also are paying higher commissions for prime credit class sales than
for sub-prime credit classes. We will continue to address the sub-prime credit class market by keeping
credit policies tight by requiring a deposit equal to the spending limit controlled by our real-time billing
system.

Balance growth with competitive pressures. The wireless industry continues to be very competitive.
Six national carriers compete for market share. In our local markets, we have on average approximately
five competitors, and we face two of the largest national operators in all of our markets. The large
number of competitors puts pressure on both service plan offerings and costs to acquire new
subscribers. We will continue to maintain discipline in managing our liquidity while focusing on
profitable subscriber growth.

Leverage our third generation network platform.  Along with Sprint and other affiliates of Sprint, we
upgraded our network to a third generation standard, 1XRTT, and began offering new third generation
data services called PCS Vision during the third quarter of 2002. PCS Vision provides us with a
differentiated product and a competitive advantage in many of our local markets. We believe this
product will be an important ingredient in penetrating the prime target market and in building a
recurring revenue stream from data products. We also anticipate that the 1XRTT network platform will
be more efficient in processing voice calls and will help us drive down capital expenditures associated
with maintaining the quality of service.

Reduce churn and bad debt expense by improving the quality of our subscriber base. 'We improved
the quality of the subscriber base from December 31, 2001 to December 31, 2002 by reducing the
percentage of sub-prime credit class customers without a deposit from 42% to 14%. During this same
period, we increased the percentage of prime credit class customers from 58% to 71%. By continuing
to require a deposit equal to the spending limit for sub-prime credit classes, we expect the quality of
our base to continue to improve which should benefit our churn rates and bad debt expense.

Optimize our relationship with Sprint PCS to take advantage of their nationwide third generation
network and services. Sprint PCS is the only national operator with a deployment of third generation
technology across its nationwide footprint. We believe this will provide us with many advantages
including our ability to market voice and data products that can be used both on and outside our local
network and provide us with a revenue stream from Sprint subscribers roaming onto our network. We
will continue to manage our relationship with Sprint to allow us to maximize the unique values that it
creates,




Our Markets

The following table lists the location, the basic trading areas, commonly referred to as “BTAs”,
megahertz of spectrum, estimated total residents, network coverage and percent coverage for each of

our markets under our Sprint PCS management agreement. The estimated total residents does not

represent expected customers but rather our total potential customers within each market. However,
our network build-out plan focuses on providing service to the residents in the most densely populated
and strategic areas of our markets which is represented by network coverage.

Location

Reno/Tahoe/Northern California
Chico-Oroville, CA ...................
Eureka, CA....... ... .. .. ... ... ..
Redding, CA ............ ... .. ... ...
Reno, NV . ... ... . . i
Sacramento, CA . ....................
Yuba City-Marysville, CA .. .............

Subtotal

Spokane/Montana
Billings, MT** . ... ....... ... ... ....
Bozeman, MT** .....................
Butte, MT** . ... .. e
Great Falls, MT** . ., ... ... ...........
Helena, MT** . . . ... . ... .. . ... . .....
Kalispell, MT** . . ... ... ... ..
Lewiston-Moscow, ID .. ...............
Missoula, MT** . . . ... ... .. .. ... ...
Spokane, WA . ... .. ... ... .

Subtotal

Southern Idaho/Utah/Nevada
Boise-Nampa, ID . .. ........... ... ...
Idaho Falls, ID ......................
Las Vegas, NV. ... ...................
Logan, UT ....... ... ... .. ... .....
Pocatello, ID .. .................... L
Provo-Orem, UT .....................
St. George, UT .. ... .. ... ... .. .. ...
Salt Lake City-Ogden, UT ... ...........
Twin Falls, ID . ......... ... ... .......

Subtotal

Estimated
Megahertz Total Network

of Residents  Coverage Percent

BTA No.(1) Spectrum(2) (000°s)(3)  (000’s)(4)  Coverage
79 30 225
134 30 148
3N 30 284
372 30 584
389* 30 313
485* 30 142

1,696 1,260 74%
41 30 315
53 30 81
64 30 68
171 30 167
188 30 70
224 30 76
250 30 127
300 30 172
425 30 754

1,830 640 35%
50 30 562
202 30 218
245* 30 22
258 30 104
353 30 106
365* 30 12
392 30 137
399* 30 105
451 30 164

1,430 1,200 84%



Estimated

Megahertz Total Network
of Residents  Coverage Percent
Location BTA No.(1) Spectrum(2)  (000’s)(3) (000’s){4) Coverage
Southern Indiana/Kentucky
Anderson, IN . ..... ... ... .. ... ... ... 15% 30 44
Bloomington-Bedford, IN. ... ........... 47 30 241
Bowling Green-Glasgow, KY ............ 52 30 249
Cincinnati, OH ...................... 81* 30 17
Clarksville, Hopkinsville, TN/KY . . .. ...... 83 30 254
Columbus, IN . ...................... 93 30 157
Evansville, IN .. ............ ... ...... 135 30 518
Indianapolis, IN. . ..... ... ... ... .. ... 204* 30 86
Louisville, KY . ...................... 263* 30 252
Madisonville, KY . .. .................. 273 30 47
Owensboro, KY .. ... ... ... .. ... 338 30 165
Paducah-Murray-Mayfield, KY ........... 339 30 234
Richmond, IN . ...................... 373 30 105
Terre Haute, IN. . .................... 442* 30 246
Vincennes-Washington, IN ... ........... 475 30 96
Subtotal ............ ... ... . ... . .... 2,711 1,680 62%
Central Valley of California
Bakersfield, CA . ............ ... .. .... 28 20 662
Fresno, CA ............ ... ......... . 157 30 923
Merced, CA . ...... ... ... . .. .. 291 30 228
Modesto, CA......... ... ..., 303 30 501
Stockton, CA.......... ... . . . . ... ... 434 30 604
Visalia-Porterville-Hanford, CA . ......... 158 30 497
Subtotal . ....... ... ... . ... .. .. ..., 3,415 3,020 88%
TOTAL. ...... ... ... . . i 11,082 7,800 70%

|

*  Denotes partial portion of BTA.

**  Qur build-out plan for the State of Montana has a deployment schedule with a coverage launch
date of June 1, 2005 and we have not presently started the build-out.

(1) A basic trading area, or BTA, is a collection of counties surrounding a metropolitan area in which
there is a commercial community of interest. The BTA number indicated in the table is assigned to
that market by the Federal Communications Commission for the purpose of issuing licenses for
wireless services.

(2) Spectrum licensed to Sprint PCS or related parties of which UbiquiTel has exclusive access.

(3) Estimated total residents is based on 1990 Census data for each BTA within a given market
extrapolated through the first quarter of 2000 based on estimated population growth rates.
Estimated BTA residents may not total due to rounding.

(4) Network coverage is the estimated residents covered by our network.




We believe these markets have attractive demographic characteristics for growing our customer
base and generating travel revenue from other Sprint PCS markets for the following reasons:

» Contiguous to Major Existing Sprint Markets. Our markets are contiguous to major Sprint markets
with a combined licensed population of over 57 million. Some of the major contiguous markets
include San Francisco, Los Angeles and Sacramento, California; Seattle, Washington; Sait Lake
City, Utah; Las Vegas, Nevada; Indianapolis, Indiana; Nashville, Tennessee; Louisville, Kentucky;
and Cincinnati, Ohio.

¢ Important Transportation Corridors. Our markets include the most important and, in some cases,
the only transportation corridors that link the population centers within a particular market
including major interstates such as 1-70, 1-80, 1-90, I-5, I-15 and I-65.

* Popular Vacation and Tourist Destinations. Our markets contain popular vacation and tourist
destinations, including various national parks and ski resorts such as Yosemite National Park,
Yellowstone National Park, Glacier National Park, Lake Tahoe, Squaw Valley, Sun Valley and
Jackson Hole resorts.

* Large Student Population Centers. There are at least 20 colleges and universities located within
our markets, including 12 schools with student populations greater than 10,000 each such as
Utah State University (Logan), Indiana University (Bloomington) and the University of Nevada.

Experienced Management Team

UbiquiTel has an experienced senior management team with an average of over ten years of
experience in the wireless communications industry with companies such as Comcast Cellular
Communications, PacTel Cellular and Frontier Cellular Communications. Donald A. Harris, our
Chairman of the Board, President and Chief Executive Officer, previously was president of Comcast
Cellular Communications and managed much of its network build-out in Pennsylvania, New Jersey and
Delaware with a covered population of over 8 million residents. For additional information concerning
our management team, see “—Executive Officers of the Registrants.”

Our History

In October 1998, UbiquiTel L.L.C., whose sole member was The Walter Group, entered into an
agreement with Sprint PCS for the exclusive rights to market Sprint’s 100% digital, 100% PCS products
and services to the residents in the Reno/Tahoe market. UbiquiTel L.L.C. had no financial transactions
from its inception on August 24, 1998 to its incorporation date of September 29, 1999. In
November 1999, UbiquiTel L.L.C. assigned all of its material coniracts including the rights to the Sprint
PCS agreements to UbiquiTel Inc., which were then subsequently assigned to Operating Company,
which was formed in November 1999, On December 28, 1999, Operating Company amended its
agreement with Sprint PCS to expand our markets to include northern California, Spokane/Montana,
southern Idaho/Utah/Nevada and southern Indiana/Kentucky, which together with Reno/Tahoe, contain
approximately 7.7 million residents. On February 21, 2001, in connection with our acquisition of VIA
Wireless LLC, Operating Company amended its agreement with Sprint PCS to expand our markets
effective at the closing in August 2001 to include 3.4 million additional residents from the six VIA
Wireless BTAs including Bakersfield, Fresno, Merced, Modesto, Stockton and Visalia, California (also
collectively referred to as the central valley of California market). On August 13, 2001, upon the closing
of the merger agreement, VIA Wireless became a wholly owned subsidiary of UbiquiTel.

Network Operations

Pursuant to our management agreement with Sprint PCS, UbiquiTel agreed to a minimum
build-out plan for our portion of the Sprint PCS network. We have further enhanced our build-out plan
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to provide better coverage for our markets. We have focused our network coverage on the largest, most
densely populated communities in our markets and interstates and primary roads connecting these
communities to each other and to the adjacent major metropolitan markets owned and operated by
Sprint PCS. As of December 31, 2002, our network consisted of five switches and switching centers and
826 cell sites in operation. A switching center serves several purposes, including routing calls, managing
call handoffs, managing access to the public telephone network and providing access to voice mail and
other value-added services. Approximately 88% of our cell sites were co-located as of December 31,
2002. Co-location describes the strategy of leasing available space on a tower or cell site owned by
another company rather than building and owning the tower or cell site directly. We utilize the Sprint
PCS network operations control center for around the clock monitoring as well as our own switching
centers’ capabilities for our network base stations and switches.

Our network connects to the public telephone network through local exchange carriers, which
facilitate the origination and termination of traffic between our network and both local exchange and
long distance carriers. Through our Sprint PCS management agreement, we have the benefit of Sprint
negotiated interconnection agreements with our local exchange carriers.

We use Sprint and other third party providers for long distance services and for backhaul services.
Backhaul services are the telecommunications services which other carriers provide to carry our traffic
from our cell sites to our switching facilities.

Products and Services

We offer Sprint PCS products and services throughout our markets. These products and services
are generally designed to mirror the services offered by Sprint PCS.

100% Digital Wireless Network with Nationwide Service

We are part of the largest 100% digital wireless personal communications services network in the
country. We believe the code division multiple access (“CDMA”) technology that Sprint PCS has
deployed offers significantly improved voice quality. CDMA provides voice transmissions encoded into
a digital format with a significantly lower risk of cloning and eavesdropping than on analog or other
digital based systems.

PCS Vision Service

Sprint and PCS affiliates of Sprint, including UbiquiTel, launched third generation (“3G”) CDMA
technology into their networks beginning in August 2002, and commonly refer to the product as PCS
Vision. Vision-enabled PCS phones and devices take and receive pictures, check personal and corporate
e-mail, play games with full-color graphics and polyphonic sounds and browse the Internet wirelessly
with speeds that equal or exceed a home computer’s dial-up connection. At the same time, Sprint
began to roll out a broad portfolio of Vision-enabled phones and devices that incorporate voice and
data functionality, expanded memory, high-resolution and larger color screens that allow greater
mobility, convenience and productivity. We support and offer PCS Vision services and phones in our
markets.

Wireless Internet Access

Wireless Internet access is available through both the new PCS Vision service and the existing
Sprint Wireless Web service. PCS subscribers with web browser-enabled phones have the ability to
receive information such as stock prices, airline schedules, sports scores and weather updates directly
on their handsets. Subscribers with PCS Vision phones can browse full color, graphic versions of
popular web sites. Subscribers with existing browser-enabled phones are able to browse specially
designated text based sites.
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Voice Command

Sprint PCS’ Voice Command feature uses state-of-the-art speech recognition technology to allow
users to place calls by speaking a name from an address book or by speaking a number. Voice
Command works with each Sprint PCS phone model marketed by Sprint PCS. This feature eliminates
the need to have a listing of phone numbers, and provides the safety of making wireless calls with
Sprint PCS virtually hands free.

Advanced Handsets

We offer handsets with and without PCS Vision capabilities. Only PCS Vision-enabled handsets
provide data services at speeds equal to or exceeding a home computer’s dial-up connection. Both types
of handsets are offered in a single band/single mode or a dual-band/dual mode with various advanced
features and technology. Our code division multiple access single-band/single-mode handsets, weighing
approximately five to seven ounces, offer up to five days of standby time and approximately four hours
of talk time. Our dual-band/dual-mode handsets allow customers to make and receive calls on both
PCS and cellular frequency bands with the applicable digital or analog technology. These handsets
allow roaming on cellular networks where Sprint PCS digital service is not available. All handsets are
co-branded with the vendor and the Sprint brand name and are equipped with preprogrammed features
such as caller ID, call waiting, phone books, speed dial and last number redial.

Sprint PCS Travel

Sprint PCS travel includes both inbound Sprint PCS travel, when a Sprint PCS subscriber based
outside of our markets uses our network, and outbound Sprint PCS travel, when a Sprint PCS
subscriber based in our markets uses the Sprint PCS network or network of another PCS affiliate of
Sprint outside of our markets. We and Sprint PCS compensate each other with a reciprocal per minute
rate for each minute used on the other’s network. Pursuant to our management agreement with Sprint
PCS, Sprint PCS currently has the discretion to change the per minute rate for Sprint PCS traveling
fees.

Non-Sprint PCS Roaming

Non-Sprint PCS roaming includes both inbound non-Sprint PCS roaming, when a non-Sprint PCS
subscriber uses our network, and outbound non-Sprint PCS roaming, when a Sprint PCS subscriber
based in our markets uses a non-Sprint PCS network. Pursuant to roaming agreements between Sprint
PCS and other wireless service providers, when another wireless service provider’s subscriber uses our
network, we earn inbound non-Sprint PCS roaming revenue. These wireless service providers must pay
fees for their subscribers’ use of our network, and as part of our management agreement with Sprint
PCS, we are entitled to 92% of these fees. Currently, pursuant to our services agreement with Sprint
PCS, Sprint PCS bills these wireless service providers for these fees. When another wireless service
provider provides service to one of the Sprint PCS subscribers based in our markets, we pay outbound
non-Sprint PCS roaming fees. Sprint PCS, pursuant to our services agreement with Sprint PCS, then
bills the Sprint PCS subscriber for use of that provider’s network at rates specified in his or her
contract and pays us 100% of this outbound non-Sprint PCS roaming revenue collected from that
subscriber on a monthly basis. As a result, we retain the collection risk for outbound non-Sprint PCS
roaming fees incurred by the subscribers based in our markets.

Marketing Strategy

Our marketing strategy uses Sprint PCS’ proven strategies with local enhancements tailored to our
specific markets. We feature exclusively and prominently the nationally recognized Sprint and Sprint
PCS brand names in our marketing efforts. From the customers’ point of view, we are Sprint PCS in
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our markets that we serve. We use the Sprint PCS pricing strategy to offer customers in our markets
simple, easy to understand service plans. Sprint PCS’ consumer pricing plans are typically structured
with competitive monthly recurring charges, large local calling areas, service features such as voicemail,
enhanced caller 1D, call waiting and three-way calling and competitive per-minute rates and PCS to
PCS calls. In addition, we offer Sprint PCS’ national “Free and Clear” calling plans, which offer simple,
affordable plans for every consumer and business customer and include free long distance calling from
anywhere on its nationwide network.

A significant product for us is the Clear Pay program and its predecessors, the Account Spending
Limit (“ASL”) and no-deposit ASL (“NDASL”) programs. Under these programs, subscribers who did
not meet certain credit criteria could qualify for our digital wireless services. Under the ASL program,
sub-prime credit quality subscribers could select any plan offered subject to an account spending limit.
Prior to May 2001, all of these subscribers were required to make a deposit ranging from $125 to $200
that could be credited against future billings. In May 2001, the NDASL program eliminated the deposit
requirement on all credit classes. In November 2001, the NDASL program was replaced with a
substantially similar program known as Clear Pay. The primary difference between the two programs
was the re-introduction of a deposit requirement in the lowest credit class and an increased emphasis
on collection processes. In late February 2002, we reinstated a $125 deposit for all sub-prime quality
subscribers in our markets under the Clear Pay program. The Clear Pay program and its deposit
requirements are currently in effect in all of our markets. As a result, sub-prime credit quality
subscribers accounted for 29% of our subscribers at December 31, 2002, though due to the
re-introduction of deposits in early 2002, 15% of our 2002 year-end subscriber base constituted
sub-prime credit quality subscribers with deposits, thus reducing our future bad debt expense exposure.

Our local focus enables us to supplement Sprint PCS’ marketing strategies-with our own strategies
tailored to each of our specific markets. This includes using local radio, television and newspaper
advertising to sell our products and services in each of our markets. Sprint PCS promotes its products
through the use of national as well as regional television, radio, print, outdoor and other advertising
campaigns. We benefit from the national advertising at minimal costs to us. We have the right to use
any promotion or advertising materials developed by Sprint PCS and only have to pay the incremental
cost of using those materials, such as the cost of local radio and television advertisement placements,
advertisement production and material costs and incremental printing costs. Sprint PCS also runs
numerous promotional campaigns that provide customers with benefits such as additional features at
the same rate or free minutes of use or data usage for limited time periods. We offer these
promotional campaigns to potential customers in our markets.

Sprint PCS is a sponsor of numerous selective, broad-based national, regional and local events.
These sponsorships provide Sprint PCS with brand name and product recognition in high profile
events, provide a forum for sales and promotional events and enhance our promotional efforts in our
markets,

Sales and Distribution
Our sales and distribution plan focuses on local retail stores and agents complemented by Sprint
PCS’ national channels. Key elements of our sales and distribution plan consist of the following:

Sprint PCS Retail Stores

We operate company-owned Sprint branded retail stores throughout our markets. As of
December 31, 2002, we had 34 retail stores in operation. These stores are generally located in major
traffic centers within our markets, providing us with a strong local presence and a high degree of
visibility. We train our sales representatives to be informed and persuasive advocates for Sprint PCS’
services. Following the Sprint PCS model, these stores are designed to facilitate retail sales, activation,
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bill collection and customer service. Our retail stores contributed approximately 34% of our 2002 and
2001 gross subscriber additions.

Local Indirect Agents

We also have developed distribution relationships with local specialty stores and independent
agents. We currently have more than 280 local indirect agents in our markets. These local indirect
agents in our markets contributed approximately 23% and 20% of our 2002 and 2001 gross subscriber
additions, respectively.

Sprint Store Within a RadioShack Store

Sprint has an exclusive arrangement with RadioShack to install a “store within a store,” making
Sprint PCS the exclusive brand of PCS sold through RadioShack stores. We currently have a “store
within a store” in approximately 180 RadioShack retail stores in our markets. Sprint PCS has an over
10-year alliance with RadioShack, obligating the retailer to offer Sprint PCS service on an exclusive
basis alongside one cellular carrier in each market. The Sprint stores within RadioShack stores in our
markets contributed approximately 12% and 18% of our 2002 and 2001 gross subscriber additions,
respectively.

Other National Third Party Retail Stores

In addition to RadioShack, we benefit from the distribution agreements established by Sprint PCS
with other national retailers which currently include Best Buy, Staples, Circuit City, OfficeMax, Office
Depot, Ritz Camera, Good Guys, Comp USA, Dillards, Costco and WalMart. These retailers currently
have approximately 300 retail stores in our markets. Other national third party retail stores contributed
approximately 14% of our 2002 and 2001 gross subscriber additions.

National Accounts and Direct Selling

We participate in 'Sprint PCS’ national accounts program. Sprint PCS has a national accounts team
which focuses on the corporate headquarters of Fortune 1000 companies. Once a representative
reaches an agreement with the corporate headquarters, we service the offices of that corporation
located in our markets. Our direct sales force targets the employees of these corporations in our
markets and cultivates other local business clients. National accounts and direct selling contributed
approximately 5% and 8% of our 2002 and 2001 gross subscriber additions, respectively.

Sprint Distribution Channels

Sprint directly controls various distribution channels that sell Sprint PCS products and services to
customers whose billing address is in our markets. These channels with activity in our markets include:
Sprint Inbound Telemarketing, Sprint web-based electronic commerce, and Sprint retail stores and
kiosks. Sprint PCS provides inbound telemarketing sales when customers call from our markets. As the
exclusive provider of Sprint PCS products and services in our markets, we use the Sprint
1-800-480-4PCS number campaigns that generate call-in leads. These leads are then handled by Sprint
PCS’s inbound telemarketing group. Sprint PCS’ Internet site contains information on Sprint PCS
products and services. A visitor to Sprint PCS’ Internet site can order and pay for a handset and select
a rate plan. Customers visiting the site can review the status of their account, including the number of
minutes used in the current billing cycle. Customers in our markets who purchase products and services
over the Sprint PCS Internet site become customers of our PCS network. In addition to these channels,
Sprint’s retail and business sales activities often have some incidental overflow into our markets. Sprint
distribution channels contributed approximately 8% and 6% of our 2002 and 2001 gross additions,
respectively.
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Resellers and Other Channels

Other PCS affiliates of Sprint have some incidental overflow into our markets, and we have a
small number of resellers in our markets. Other distribution channels and resellers contributed
approximately 4% and 0% of 2002 and 2001 gross.additions, respectively.

In addition, we entered into a resale agreement with Virgin Mobile, USA through Sprint that took
effect March 1, 2003 as part of the recently launched partnership between Sprint PCS and Virgin
Mobile. The agreement allows Virgin Mobile to sell prepaid wireless services in our markets. Virgin
Mobile uses the Sprint PCS nationwide network and offers one simple, easy to understand,
pay-as-you-go pricing plan, targeting the 15 to 30-year old U.S. consumer market to purchase
pay-as-you-go wireless communications services while eliminating the responsibilities of monthly bills
and credit requirements.

Suppliers and Equipment Vendors

We do not manufacture any of the handsets or network equipment we use in our operations. We
purchase our network equipment and handsets pursuant to various Sprint vendor arrangements that
provide us with volume discounts. These discounts have significantly reduced the overall capital
required to build our network.

Under such arrangements, UbiquiTel currently purchases most of its network equipment from
Lucent Technologies, Inc. In addition, we currently purchase our handsets directly from Sprint and our
accessories from Sprint and certain other third-party vendors.

Technology
General

In the commercial mobile wireless communication industry there are two principal services licensed
by the Federal Communications Commission for transmitting two-way, real time voice and data signals:
“cellular” and wireless “personal communications services.” In addition, enhanced specialized mobile
radio service allows for interconnected two-way real time voice and data services. The Federal
Communications Commission licenses these services on a geographic basis, using distinct radio
spectrum bands. Cellular service, which uses a portion of the 800 MHz spectrum, was the original form
of widely-used commercial mobile wireless voice communications. Cellular systems were originally
analog-based, but over the last several years cellular operators have been providing digital service,
usually as a complement to analog service in most of the major metropolitan markets. In 1994, the
Federal Communications Commission allocated the 1850 - 1990 MHz band for wireless high capacity,
commonly referred to as broadband personal communications services to be provided utilizing digital
technology.

Both analog and digital mobile wireless communications systems, whether wireless broadband
personal communications services or cellular service, are divided into multiple geographic coverage
areas, known as “cells.” In both wireless personal communications services and cellular systems, each
cell contains a transmitter, a receiver and signaling equipment, known as the radio communications site.
The radio communications site is connected by microwave or traditional telephone lines to a switch
that uses computers to control the operation of the cellular or digital wireless personal communications
services system. The switch:

* controls the transfer of calls from radio communications site to radio communications site as a
subscriber’s handset travels;

» coordinates calls to and from handsets;

» allocates calls among the radio communications sites within the system; and
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* connects calls to the local wireline telephone system or to a long distance carrier.

Wireless communications providers establish interconnection agreements with local telephone
companies and long distance telephone companies, thereby integrating their system with the existing
communications system. Because the signal strength of a transmission between a handset and a radio
communications site declines as the handset moves away from the radio communications site, the
switching office and the radio communications site monitor the signal strength of calls in progress.
When the signal strength of a call declines to a predetermined level, the switching office may “hand
off” the call to another radio communications site where the signal strength is stronger.

Digital wireless broadband personal communications services differ from analog cellular service
principally in that digital wireless broadband personal communications services systems use frequencies
in a higher spectrum band and employ advanced digital technology. Analog-based systems send signals
in which the transmitted signal resembles the input signal, the caller’s voice. Digital systems convert
voice or data signals into a stream of digits that permit a single radio channel to carry multiple
simultaneous transmissions. Digital systems also achieve greater frequency reuse than analog systems
resulting in greater capacity than analog systems. This enhanced capacity, along with enhancements in
digital protocols, allows digital-based wireless technologies, whether using wireless broadband personal
communications services or cellular service frequencies, to provide greater call privacy and stronger
data transmission, such as facsimile, electronic mail and connecting laptop computers with computer/
data networks. Moreover, digital technology also permits the provision of enhanced services such as
caller ID.

Digital wireless signal transmission is accomplished through the use of various forms of frequency
management technology or “air interface protocols.” The Federal Communications Commission has not
mandated a universal air interface protocol for wireless personal communications services systems.
Digital wireless personal communications systems operate under one of three principal air interface
protocols, code division multiple access, commonly referred to as CDMA, time division multiple access,
commonly referred to as TDMA, or global system for mobile communications, a form of time division
multiple access commonly referred to as GSM. Each of these three digital technologies is incompatible
with the other two. Thus, for example, a subscriber of a system that utilizes code division multiple
access technology is unable to use his or her code division multiple access handset when traveling in an
area not served by code division multiple access-based wireless personal communications services
operators, unless the customer carries a dual-band/dual-mode handset that permits the customer to
default to an analog cellular system in that area. The same issue exists in the case of users of time
division multiple access or global system for mobile communications systems. Many of the digital
wireless personal communications services operators now have dual-mode or tri-mode handsets
available to their customers. Because not all areas of the country are served by each of the three digital
modes, these handsets could remain necessary for some segments of the subscriber base.

Code Division Multiple Access Technology

Sprint PCS’ national network and the networks of the PCS affiliates of Sprint all use the third
generation digital code division multiple access technology. We believe that code division multiple
access provides important system performance benefits such as:

Greater Capacity

We believe, based on studies by code division multiple access manufacturers, that the third
generation code division multiple access systems can provide system capacity that is approximately 12
times greater than that of current analog technology and approximately four times greater than time
division multiple access and global system for mobile communications systems.
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Privacy and Security

One of the benefits of code division multiple access technology is that it combines a constantly
changing coding scheme with a low power signal to enhance call security and privacy.

Soft Hand-Off

Code division multiple access systems transfer calls throughout the code division multiple access
network using a technique referred to as a soft hand-off, which connects a mobile customer’s call with
a new radio communications site while maintaining a connection with the radio communications site
currently in use. Code division multiple access networks monitor the quality of the transmission
received by multiple radio communications sites simultaneously to select a better transmission path and
to ensure that the network does not disconnect the call in one cell unless replaced by a stronger signal
from another radio communications site. Analog, time division multiple access and global system for
mobile communications networks use a “hard hand-off” and disconnect the call from the current radio
communications site as it connects with a new one without any simultaneous connection to both radio
communications sites.

Simplified Frequency Planning

Frequency planning is the process used to analyze and test alternative patterns of frequency use
within a wireless network to minimize interference and maximize capacity. Unlike time division multiple
access and global system for mobile communications based systems, code division multiple access based
systems can reuse the same subset of allocated frequencies in every cell, substantially reducing the need
for costly frequency reuse patterning and constant frequency plan management. ..~

Longer Battery Life RPN

Due to their greater efficiency in power consumption, code division multiple access handsets can
provide longer standby time and more talk time availability when used in the digital mode than
handsets using alternative digital or analog technologies.

[N

i

Third Generation CDMA

The 3G CDMA network that Sprint PCS and the PCS affiliates of Sprint launched in August 2002
uses CDMA2000 “one times radio transmission technology,” or “1XRTT.” This third generation
technology provides increased voice capacity, increased battery life and “always-on” Internet
connectivity with higher transmission speeds. To take advantage of these enhanced 3G features,

subscribers need to purchase a 3G-capable handset. All of our cell sites have been upgraded to 3G
CDMA, or 1XRTT, technology as of June 30, 2002.

Global system for mobile communications technology allows multi-vendor equipment to be used in
the same network to a larger extent than code division multiple access platforms. This, along with the
fact that the global system for mobile communications technology is currently more widely used
throughout the world than code division multiple access, provides economies of scale for handset and
equipment purchases. A standards process is also underway which will allow wireless handsets to
support analog, time division multiple access and global system for mobile communications technologies
in a single unit. Currently, there are no plans to have code division multiple access handsets that
support either the time division multiple access or global system for mobile communications
technologies.
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Competition

We compete throughout our markets with both cellular and PCS providers. As a result of
competition, prices of wireless services have dramatically dropped and are expected to continue to do
so until there are fewer cellular and PCS providers through consolidation or otherwise, because there .
are low marginal costs associated with providing an additional increment of airtime. Although we face
Verizon Wireless, AT&T Wireless Services, Cingular, VoiceStream and Nextel, the other five national
wireless operators, in the majority of our markets, Verizon and AT&T are in all of our markets and
provide the most competition for market share because in most cases they are the incumbent providers.
Competition alsc spans operators using different competing digital technologies. Similar to UbiquiTel,
Verizon, Qwest and Cricket use CDMA. AT&T uses TDMA. VoiceStream uses GSM exclusively while
Cingular uses a combination of TDMA and GSM. Nextel uses its proprietary integrated Digital
Enhanced Network (iDEN) technology.

We also face competition from resellers in certain markets, which provide wireless services to
customers but do not hold Federal Communications Commission licenses or own facilities. Instead, the
resellers buy blocks of wireless telephone numbers and capacity from a licensed carrier and resell
services through their own distribution network to the public.

In addition, we compete with existing communications technologies such as paging, enhanced
specialized mobile radio service dispatch and conventional telephone companies in our markets.
Potential users of wireless personal communications services systems may find their communications
needs satisfied by other current and developing technologies. One or two-way paging or beeper services
that feature voice messaging and data display as well as tone-only service may be adequate for potential
customers who do not need to speak to the caller. In the future, we expect to face increased
competition from entities providing similar services using the same, similar or other communications
technologies, including satellite-based telecommunications and wireless cable systems and other
traditional telephone networks. While some of these technologies and services are currently
operational, others are being developed or may be developed in the future.

Many of our .competitors have significantly greater financial and technical resources and subscriber
bases than we do. Some of our competitors also have well established infrastructures, marketing
programs and brand names. In addition, some of our competitors may be able to offer regional
coverage in areas not served by the Sprint PCS network, or, because of their calling volumes or
relationships with other wireless providers, may be able to offer regional roaming rates that are lower
than those we offer. PCS operators compete with us in providing some or all of the services available
through the Sprint PCS network and may provide services that we do not. Additionally, we expect that
existing cellular providers will continue to upgrade their systems to provide digital wireless
communication services competitive with Sprint PCS. Our success, therefore, is, to a large extent,
dependent on Sprint PCS’ ability to distinguish itself from competitors by marketing and anticipating
and responding to various competitive factors affecting the wireless industry, including new services that
may be introduced, changes in consumer preferences, demographic trends, economic conditions and
discount pricing strategies by competitors. To the extent that Sprint PCS is not able to keep pace with
technological advances or fails to respond timely to changes in competitive factors in the wireless ‘
industry, it could cause us to lose market share or experience a decline in revenue. Recently, there has
been a trend in the wireless communications industry towards consolidation of wireless service
providers through joint ventures, mergers and acquisitions. We expect this consolidation to lead to a
smaller number cf larger competitors over time, which may alleviate pricing pressure within the
industry. These larger competitors may have substantial resources or may be able to offer a variety of
services to a large customer base.

Over the past several years, the Federal Communications Commission has auctioned and will
continue to auction spectrum that could be used to compete with Sprint PCS services. In 2000, the
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Federal Communications Commission reclaimed certain 700 MHz band spectrum in the upper end of
the 700 MHz band (747 MHz to 762 MHz and 777 MHz to 792 MHz) previously allocated for UHF
television broadcast use. Additional spectrum in the lower portion of the 700 MHz band (698 MHz to
746 MHz) was reallocated in December 2001. An auction for the reallocated spectrum in the lower end
of the 700 MHz band has been scheduled to begin May 28, 2003. The auction date for the reallocated
spectrum in the upper end of the 700 MHz band has not yet been scheduled. That spectrum will
continue to be used as well by television broadcast stations until 2006 during the transition of those
television stations to digital television operation. Although additional spectrum is likely to be available
for commercial mobile radio services, the FCC’s decision to eliminate the spectrum cap beginning in
January 2003 may lead to further consolidation of the commercial mobile radio service industry. Based
upon increased competition, we anticipate that market prices for two-way wireless services may decline
in the future.

Our ability to compete effectively with these other providers will depend on a number of factors,
including:

* the continued success of CDMA technology in providing competitive call clarity and quality;
* our ability to provide quality network service;

* the competitiveness of Sprint’s pricing plans;

* our spending on marketing and promotions compared to our competitors;

* liquidity and capital resources;

* our ability to upgrade our networks to accommodate new technologies;

¢ the continued expansion and improvement of the Sprint PCS nationwide netWor}(;

* the quality of Sprint customer care systems; and T

*» our selection and prices of handset options.

Our ability to compete successfully also depends, in part, on the ability of Sprint and us to
anticipate and respond to various competitive factors affecting the industry, including: -

* new services and technologies that may be introduced;
* changes in consumer preferences;

¢ demographic trends;

* economic conditions; and

* discount pricing strategies by competitors.

Intellectual Property

Other than UbiquiTel’s and VIA Wireless’ corporate names, we do not own any intellectual
property that is material to our business. “Sprint,” the Sprint diamond design logo, “Sprint PCS” and
“Sprint Personal Communication Services” are service marks registered with the United States Patent
and Trademark Office and owned by Sprint, Sprint PCS or their affiliates. Pursuant to our Sprint PCS
management agreement, we have the right to use, royalty-free, the Sprint and Sprint PCS brand names
and the Sprint diamond design logo and certain other service marks of Sprint in connection with
marketing, offering and providing licensed services to end-users and resellers, solely within our markets.

Except in instances that are noncompetitive and other than in connection with national distribution
agreements, Sprint PCS has agreed not to grant to any other person a right or license to use the
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licensed marks in our markets. In all other instances, Sprint PCS reserves the right to use the licensed
marks in providing its services within or without our markets.

The trademark license agreements contain numerous restrictions with respect to the use and
modification of any of the licensed marks.

Research and Development

We currently do not conduct our own research and development. Instead we benefit from Sprint’s
and our vendors’ extensive research and development efforts, which provide us with access to new
technological products and enhanced service features without significant research and development
expenditures of our own.

We have been provided prompt access to any developments produced by Sprint for use in our
network. We believe that new features and services will be developed for the Sprint PCS network to
take advantage of CDMA technology. We may be required to incur additional expenses in modifying
our network in the future to provide these additional features and services.

Sprint PCS Agreements

The following is a summary of the material terms and provisions of our Sprint PCS agreements
and the consent and agreement modifying the Sprint PCS management agreement. We have filed the
Sprint PCS agreements and the consent and agreement as exhibits to certain of our securities filings
with the Securities and Exchange Commission and urge you to review them carefully.

Overview of Sprint PCS Relationship and Agreements

Under long-term agreements with Sprint PCS, we have the right to exclusively market PCS
products and services under the Sprint and Sprint PCS brand names in our markets. Sprint PCS owns
the spectrum licenses and we are granted use of these licenses through our agreements with Sprint
PCS. The agreements with Sprint PCS require us to interface with the Sprint PCS national wireless
network by building our PCS network to operate on the PCS frequencies licensed to Sprint PCS. The
Sprint PCS agreements also give us access to Sprint PCS’ equipment discounts, roaming revenue from
Sprint PCS customers traveling into our markets, and various other back office services. Our
relationship and agreements with Sprint PCS provided strategic advantages, including avoiding the need
to fund up-front spectrum acquisition costs and the costs of establishing billing and other customer
services infrastructure. The Sprint PCS agreements have an initial term of 20 years ending in 2018 and
will automatically renew for three additional successive 10-year terms for a total term of 50 years,
unless we or Sprint PCS provide the other with two years’ prior written notice to terminate the
agreements or unless we are in material default of our obligations under the agreements.

We have four major agreements with Sprint PCS:

* the management agreement;

* the services agreement;

* the trademark and service mark license agreement with Sprint; and
* the trademark and service mark license agreement with Sprint PCS.

In addition, Sprint PCS has entered into a consent and agreement that modifies our management
agreement for the benefit of Paribas, on behalf of the lenders under our senior secured credit facility.
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The Management Agreement

Under our management agreement with Sprint PCS, we have agreed to:

* construct and manage a network in our markets in compliance with Sprint PCS’ PCS licenses
and the terms of the management agreement;

* share with Sprint the costs associated with its relocation of interfering microwave sources in our
markets;

* distribute during the term of the management agreement Sprint PCS products and services;
* use Sprint PCS’ and our own distribution channels in our markets;

* conduct advertising and promotion activities in our markets; and

* manage that portion of Sprint PCS’ customer base assigned to our markets.

Sprint PCS will supervise our PCS network operations and has the right to unconditional access to
our PCS network. :

Exclusivity.  We are designated as the only person or entity that can manage or operate a PCS
network for Sprint PCS in our markets. Sprint PCS is prohibited from owning, operating, building or
managing another wireless mobility communications network in our markets while our management
agreement is in place and no event has occurred that would permit the agreement to be terminated.

* Sprint PCS is permitted under our agreement to make national sales to companies in our markets and,
as required by the Federal Communications Commission, to permit resale of the Sprint PCS products
and services in our markets. If Sprint PCS decides to expand the geographic size of our build-out,
Sprint PCS must provide us with written notice of the proposed expansion. We have 90 days to
determine whether we will build out the proposed area. If we do not exercise this right, Sprint PCS can
build out the markets or permit another third party to do so.

Network build-out. The management agreement specifies the terms of the requirements for our
network build-out plan. We agreed on a minimum build-out plan which includes specific coverage and
deployment schedules for the network within our service area. We believe we have satisfied in all
material respects our build-out requirements with deployment schedules through 2002. The
* management agreement also includes minimum build-out plan requirements with a deployment
schedule after 2002 for select cities in the Spokane/Montana market which have a launch date of
June 1, 2005. We have agreed to operate our PCS network, if technically feasible and commercially
reasonable, to provide for a seamless handoff of a call initiated in our markets to a neighboring Sprint
PCS network.

Products and services. The management agreement identifies the products and services that we
can offer in our markets. These products and services include, but are not limited to, Sprint PCS
consumer and business products and services available as of the date of the agreement, or as modified
by Sprint PCS. We are allowed to sell wireless products and services that are not Sprint PCS’ products
and services if those additional products and services do not cause distribution channel conflicts or, in
Sprint PCS’ sole determination, consumer confusion with Sprint PCS products and services. We may
cross-sell services such as long distance service, Internet access, handsets, and prepaid phone cards with
Sprint, Sprint PCS and other Sprint PCS affiliates. If we decide to use third parties to provide these
services, we must give Sprint PCS an opportunity to provide the services on the same terms and
conditions. We cannot offer traditional telephone services based on wireless technology specifically
designed for the competitive local telephone market in arecas where Sprint owns the local telephone
company unless we name the Sprint-owned local telephone company as the exclusive distributor or
Sprint PCS approves the terms and conditions.
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We participate in the Sprint PCS sales programs for national sales to customers, and pay the

expenses and receive the compensation from national accounts located in our markets. As a participant
in these sales programs, our responsibilities include assisting Sprint PCS’ national sales team in our
markets in connection with implementing national sales programs, negotiating customer contracts and
managing customer accounts. We must use Sprint’s long distance service for calls made from within
designated portions of our markets to areas outside those designated portions and to connect our
network to the national platforms Sprint PCS uses to provide some of its services under our services
agreement. We must pay Sprint PCS the same price for this service that Sprint PCS pays to Sprint,
along with an additional administrative fee.

Service pricing, roaming, travel and fees. We must offer Sprint PCS subscriber pricing plans
designated for regional or national offerings. We are permitted to establish our own local price plans
for Sprint PCS products and services offered only in our markets, subject to Sprint PCS’ approval. We
are to be paid by Sprint PCS 92% of collected revenues received by Sprint for Sprint PCS products and
services from subscribers in our markets. Collected revenues exclude, among other things, outbound
roaming revenues and related charges, roaming revenues from Sprint PCS’ and its PCS affiliates’
subscribers, sales of handsets and accessories, proceeds from sales not in the ordinary course of
business and amounts collected with respect to taxes. Except in the case of taxes, we retain 100% of
these revenues. Many Sprint PCS subscribers purchase bundled pricing plans that allow roaming
anywhere on Sprint PCS’ and its affiliates’ networks without incremental Sprint PCS roaming charges.
However, we earn Sprint PCS travel revenue for every minute that a Sprint PCS subscriber from
outside our markets enters our markets and uses our services. We earn revenue from Sprint PCS based
on a per minute rate currently established by Sprint PCS when Sprint PCS’ or its network partners’
subscribers travel on our portion of the Sprint PCS network. Similarly, we pay the same rate for every
minute Sprint PCS subscribers who are based in our markets use the Sprint PCS network outside our
markets. The roaming rate onto a non-Sprint PCS provider’s network is set under Sprint PCS’ third
party roaming agreements. '

Under our agreement with Sprint PCS, the reciprocal travel rate exchanged for customers who
roam into the other party’s or another PCS affiliate’s network was established at $0.20 per minute. In
April 2001, we, along with other PCS affiliates of Sprint, reached an agreement in principle with Sprint
PCS to reduce this reciprocal travel rate exchanged between Sprint PCS and the PCS affiliates. The
rate was reduced from the original $0.20 per minute of use to $0.15 per minute of use beginning
June 1, 2001, and to $0.12 per minute of use beginning October 1, 2001. The rate was reduced to $0.10
per minute for 2002. We received notice from Sprint PCS that our reciprocal travel rate changed to
$0.058 per minute effective January 1, 2003. We are currently evaluating our contractual and legal
remedies with respect to this most recent change to the reciprocal travel rate to determine if this action
was appropriate and authorized under our management agreement with Sprint PCS, although the
availability of any remedies for the reduction of the travel rate may be limited.

Adbvertising and promotions. Sprint PCS is responsible for all national advertising and promotion
of the Sprint PCS products and services. We are responsible for advertising and promotion in our
markets. Sprint PCS’ service area includes the urban markets around our markets. Sprint PCS will pay
for advertising in these markets. Given the proximity of those markets to ours, we expect considerable
spill-over from Sprint PCS’ advertising in surrounding urban markets.

Program requirements. Under our agreement with Sprint PCS, we must comply with Sprint PCS’
program requirements for technical standards, travel, roaming and interservice area calls, customer
service standards, national and regional distribution and national accounts programs. Some of these
technical standards relate to network up-time, dropped calls, blocked call attempts and call origination
and termination failures. We are required to build a network that meets minimum transport
requirements established by Sprint PCS for links between our cell sites and switches. These
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requirements are measured in milliseconds. We also are required to have minimal loss and echo return
loss on our telephone lines. We must meet substantially high network up-time percentage in excess of
95%. Also, we must meet a less than 5% dropped call rate and ratio of blocked call attempts to total
call attempts as well as a less than 12% ratio of call origination to termination failures. Sprint PCS can
adjust the program requirements at any time so long as it gives us at least 30 days’ prior notice. We
have the right to appeal to Sprint PCS’ management adjustments which could cause an unreasonable
increase in cost to us if the adjustment:

* causes us to incur a cost exceeding 5% of the sum of our equity plus our outstanding long term
debt, or

* causes our long-term operating expenses to increase by more than 10% on a net present value
basis.

If Sprint PCS denies our appeal, then we have 10 days after the denial to submit the matter to
arbitration. If we do not submit the matter to arbitration within the ten-day period or comply with the
program adjustment, Sprint PCS has the termination rights described below.

We are not currently required to meet the customer service standards because we have elected to
use Sprint PCS’ established support services which include customer service. Under our services
agreement with Sprint PCS, Sprint PCS may terminate, upon nine months’ advance written notice,
customer service. We would then be required to establish and operate our own customer service center
to, among other things, handle customer inquiries 24 hours a day, 365 days a year, and activate
handsets and accounts and handle billing and collections within stringent time guidelines established by
Sprint PCS, which may range from 24 to 72 hours.

Non-competition. 'We may not offer Sprint PCS products and services outside our markets without
the prior written approval of Sprint PCS. Within our markets we may offer, market or promote
telecommunications products and services only under the Sprint PCS brands, our own brand, brands of
related parties of ours or other products and services approved under the management agreement,
except that no brand of a significant competitor of Sprint PCS or its related parties may be used for
those products and services. To the extent we obtain licenses to provide PCS services outside our
markets, we may not use the spectrum to offer Sprint PCS products and services without prior written
consent from Sprint PCS. Additionally, if customers from our markets travel to other geographic areas,
we must route those customers’ incoming and outgoing calls according to Sprint PCS’ roaming and
inter-service area requirements, without regard to any wireless networks that we or our affiliates
operate.

Inability to use non-Sprint PCS brand. 'We may not market, promote, advertise, distribute, lease or.
sell any of the Sprint PCS products and services on a non-branded, “private label” basis or under any
brand, trademark or trade name other than the Sprint PCS brand, except for sales to resellers or as
otherwise permitted under the trademark and service mark license agreements.

Change of Control. A change of control of our ownership is subject to Sprint PCS’ consent, which
cannot be unreasonably withheld.

Assignment.  We cannot assign the Sprint PCS agreements to any person without the prior consent
of Sprint PCS, except that we can assign the agreements to any affiliate of ours that is not a significant
competitor of Sprint PCS in the telecommunications business.

Rights of First Refusal. Sprint PCS has rights of first refusal to buy our assets, without further
approval of our shareholders, upon a proposed sale of all or substantially all of our assets that are used
in connection with the operation or management of the Sprint PCS network in our markets.
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Termination of management agreement. The management agreement can be terminated as a result

* termination of Sprint PCS’ PCS licenses;
* an uncured breach under the management agreement;
* bankruptcy of a party to the management agreement;
~ + the management agreement not complying with any applicable law in any material respect;
* the termination of either of the trademark and service mark license agreements; or

* our failure to obtain the financing necessary for the build-out of our PCS network and for our
working capital needs.

However, Sprint PCS’ rights of termination have been modified by the consent and agreement and
are discussed more particularly under “—Consent and Agreement.” The termination or non-renewal of
the management agreement triggers certain of our rights and those of Sprint PCS.

Transfer of Sprint PCS network.  Sprint PCS can sell, transfer or assign its wireless personal
communications services network to a third party if the third party agrees to be bound by the terms of
the Sprint PCS agreements.

Rights on Termination. 1f we have the right to terminate the management agreement because of
an event of termination caused by Sprint PCS, generally we may:

* require Sprint PCS to purchase all of our operating assets used in connection with our PCS
network for an amount equal to 80% of our “Entire Business Value” (as defined in the
management agreement);

* if Sprint PCS is the licensee for 20 MHz or more of the spectrum on the date of the
management agreement, require Sprint PCS to assign to us, subject to governmental approval,
up to 10 MHz of licensed spectrum for an amount equal to the greater of: the original cost to
Sprint PCS of the license plus any microwave relocation costs paid by Sprint PCS; or 9% of our
Entire Business Value; or

* sue Sprint PCS for damages or submit the matter to arbitration and thereby not terminate the
management agreement.

If Sprint PCS has the right to terminate the management agreement because of an event of
termination caused by us, generally Sprint PCS may:

* require us, without further approval of our shareholders, to sell our operating assets to Sprint
PCS for an amount equal to 72% of our Entire Business Value;

* require us to purchase, subject to governmental approval, the licensed spectrum for an amount
equal to the greater of: the original cost to Sprint PCS of the license plus any microwave
relocation costs paid by Sprint; or 10% of our Entire Business Value;

* take any action as Sprint PCS deems necessary to cure our breach of the management
agreement, including assuming responsibility for, and operating, our PCS network; or

* sue us for damages or submit the matter to arbitration and thereby not terminate the
management agreement.
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Rights on Non-Renewal. 1f Sprint PCS gives us timely notice that it does not intend to renew the
management agreement, we may:

require Sprint PCS to purchase all of our operating assets used in connection with our PCS
network for an amount equal to 80% of our Entire Business Value; or

if Sprint PCS is the licensee for 20 MHz or more of the spectrum on the date of the
management agreement, require Sprint PCS to assign to us, subject to governmental approval,
up to 10 MHz of licensed spectrum for an amount equal to the greater of: the original cost to
Sprint PCS of the license plus any microwave relocation costs paid by Sprint PCS; or 10% of our
Entire Business Value.

If we give Sprint PCS timely notice of non-renewal, or we both give notice of non-renewal, or the
management agreement can be terminated for failure to comply with legal requirements or regulatory
considerations, Sprint PCS may:

purchase all of our operating assets, without further approval of our shareholders, for an amount
equal to 80% of our Entire Business Value; or

require us to purchase, subject to governmental approval, the licensed spectrum for an amount
equal to the greater of: the original cost to Sprint PCS of the license plus any microwave
relocation costs paid by Sprint PCS; or 10% of our Entire Business Value.

If the Entire Business Value is to be determined, we and Sprint PCS will each select one
independent appraiser and the two appraisers will select a third appraiser, each of whom must be an
expert in valuing wireless telecommunications companies. The three appraisers will determine the
Entire Business Value on a going concern basis using the following guidelines:

the Entire Business Value will be based on the price a willing buyer would pay a willing seller
for the entire ongoing business;

the appraisers will use then current customary means of valuing a wireless telecommunications
business;

the appraisers will value the business as it is conducted under the Sprint and Sprint PCS brands
and the Sprint PCS agreements;

where Sprint PCS may, or is required to, purchase our operating assets the appraisers will value
the business as if we own the spectrum and frequencies that we actually use. Where we may, or
are required to, purchase a portion of Sprint PCS’ licensed spectrum, the business will be valued
as if we already own that portion of the spectrum and frequencies that we are going to
purchase; and

the valuation will not include any value for the business not directly related to the Sprint PCS
products and services.

Insurance. We are required to obtain and maintain with financially reputable insurers who are
licensed to do business in all jurisdictions where any work is performed under the management
agreement and who are reasonably acceptable to Sprint PCS, workers’ compensation insurance,
commercial general liability insurance, business automobile insurance, umbrella excess liability
insurance and “all risk” property insurance.

Indemnification. 'We have agreed to indemnify Sprint PCS and its directors, employees and agents
and related parties of Sprint PCS and their directors, managers, officers, employees, agents and
representatives against any and all claims against any of the foregoing arising from our violation of any
law, a breach by us of any representation, warranty or covenant contained in the management
agreement or any other agreement between us and Sprint PCS, our ownership of the operating assets
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or the actions or the failure to act of anyone employed or hired by us in the performance of any work

under the agreement, except we will not indemnify Sprint PCS for any claims arising solely from the
negligence or willful misconduct of Sprint PCS. Sprint PCS has agreed to indemnify us and our
directors, managers, officers, employees, agents and representatives against all claims against any of the
foregoing arising from Sprint PCS’ violation of any law and from Sprint PCS’ breach of any
representation, warranty or covenant contained in the management agreement or any other agreement
between Sprint PCS and us, except Sprint PCS will not indemnify us for any claims arising solely from
our negligence or willful misconduct. ‘

The Services Agreement

The services agreement outlines various support services provided by Sprint PCS and available to
us at established rates. Sprint PCS can change any or all of the service rates one time in each 12 month
period. Some of the available services include: billing, customer care, activation, credit checks, handset
logistics, home locator record, voice mail, prepaid services, directory assistance, operator services,
roaming fees, roaming clearinghouse fees, interconnect fees and inter-service area fees. Sprint may
require us to purchase certain services where necessary to comply with legal or regulatory requirements
(for example, where provision of 911 emergency service is mandatory). We have chosen to buy services
such as billing, customer care and activation from Sprint PCS. Sprint PCS may contract with third
parties to provide expertise and services identical or similar to those to be made available or provided
to us. We have agreed not to use the services provided under the services agreement in connection with
any other business or outside our markets. We may discontinue use of any service upon three months’
prior written notice. We will have access to these services during the term of our Sprint PCS
management agreement unless Sprint PCS provides us at least nine months’ advance notice of its
intention to terminate any particular service.

We have agreed with Sprint PCS to indemnify each other as well as officers, directors, employees
and certain other related parties and their officers, directors and employees for violations of law or the
services agreement except for any liabilities resulting from the indemnitee’s negligence or willful
misconduct. The services agreement also provides that no party to the agreement will be liable to the
other party for special, indirect, incidental, exemplary, consequential or punitive damages, or loss of
profits arising from the relationship of the parties or the conduct of business under, or breach of, the
services agreement except as may otherwise be required by the indemnification provisions. The services
agreement automatically terminates upon termination of the management agreement and neither party
may terminate the services agreement for any reason other than the termination of the management
agreement.

The Trademark and Service Mark License Agreements

We have non-transferable, royalty-free licenses to use the Sprint and Sprint PCS brand names and
“diamond” symbol, and several other U.S. trademarks and service marks on Sprint PCS products and
services. Our use of the licensed marks is subject to our adherence to quality standards determined by
Sprint and Sprint PCS and use of the licensed marks in a manner which would not reflect adversely on
the image of quality symbolized by the licensed marks. We have agreed to promptly notify Sprint and
Sprint PCS of any infringement of any of the licensed marks within our markets of which we become
aware and to provide assistance to Sprint and Sprint PCS in connection with Sprint’s and Sprint PCS’
enforcement of their respective rights. We have agreed with Sprint and Sprint PCS to indemnify each
other for losses incurred in connection with a material breach of the trademark license agreements. In
addition, we have agreed to indemnify Sprint and Sprint PCS from any loss suffered by reason of our
use of the licensed marks or marketing, promotion, advertisement, distribution, lease or sale of any
Sprint or Sprint PCS products and services other than losses arising solely out of our use of the
licensed marks in compliance with certain guidelines.

26




Sprint and Sprint PCS can terminate the trademark and service mark license agreements if we file
for bankruptcy, materially breach the agreement or our management agreement is terminated. We can
terminate the trademark and service mark license agreements upon Sprint’s or Sprint PCS’
abandonment of the licensed marks or if Sprint or Sprint PCS files for bankruptey, or the management
agreement is terminated.

The Consent and Agreement

Overview. Sprint PCS has entered into a consent and agreement that modifies our management
agreement for the benefit of Paribas, on behalf of the lenders under our senior secured credit facility.
The consent generally provides, among other things, the following.

Consent to security interest and pledge of stock. Sprint PCS has consented to the grant of the
following to such senior lenders:

* a first priority security interest in all our assets including the Sprint PCS agreements;

* a lien upon all of our assets and property including our rights under the Sprint PCS agreements;
and

* a first priority security interest in our capital stock.

Sprint PCS has agreed to acknowledge the grant of these security interests and to waive its right or
the right of any of its affiliates to challenge or contest the validity of the interests.

Agreement not to terminate Sprint PCS agreements until debt obligations are repaid.  Sprint PCS has
agreed not to exercise its rights or remedies under the Sprint PCS agreements, except its right to cure
some defaults, and including its right to terminate the agreements and withhold payments (other than
rights of setoff) until our obligations under the credit agreement are satisfied in full.

No competition until debt obligations are repaid. Sprint PCS has agreed that it will not permit any
person other than us or a successor manager to be a manager or operator for Sprint PCS in our
markets until our obligations under the credit facility are satisfied in full. Similarly, Sprint PCS has
agreed that it will not own, operate, build or manage another wireless mobility communications
network in our markets unless it is permitted under the management agreement or the management
agreement is terminated in accordance with the consent, and, in each case, until our obligations under
the credit facility are satisfied in full. While the credit facility is outstanding, Sprint PCS may, however,
sell PCS services through its national accounts, permit resellers and build new geographical areas within
our markets for which we have chosen not to exercise our rights of first refusal, all as provided in the
management agreement.

Assignments and change of control to Paribas. Sprint PCS has agreed not to apply the restrictions
on assignment of the Sprint PCS agreements and changes in control of our ownership to Paribas. The
assignment and change of control provisions in the Sprint PCS agreements will apply if the assignment
or change of control is to someone other than Paribas, or is not otherwise permitted under the consent.

Redirection of Payments from Sprint PCS to Paribas. Sprint PCS has agreed to make all payments
due from Sprint PCS to us under the Sprint PCS agreements directly to Paribas if Paribas so requests
and provides Sprint PCS with notice that an event of default has occurred and is continuing under the
credit facility. Payments to Paribas would cease upon the cure of the event of default or certain time
limitations.

Notice of Defaults. Sprint PCS has agreed to provide to Paribas a copy of any written notice it
sends us regarding an event of termination or an event that if not cured, or if notice is provided, would
be an event of termination under the Sprint PCS agreements. Sprint PCS also has acknowledged that
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notice of an event of termination under the Sprint PCS agreements constitutes an event of default
under our credit agreement with Paribas. Paribas has agreed to provide Sprint PCS with a copy of any
written notice sernt to us regarding an event of default or default under the credit agreement with

Paribas.

Right to Cure. Under the terms of the consent, Paribas has the right, but not the obligation, to
cure a breach by us of our management agreement with Sprint PCS. Additionally, Sprint PCS has the
right, but not the obligation, to cure certain defaults by us of our obligations under the credit
agreement with Paribas.

Rights Upon Default. Besides modifying the rights and remedies available to Sprint PCS upon an
event of termination under our management agreement, the consent grants Paribas certain rights in the
event that we default on our obligations under the credit facility. Paribas’ rights and remedies vary
based on whether:

* we have defaulted on our obligations under the credit facility but no event of termination has
occurred under the management agreement; or

* we have breached the management agreement with Sprint PCS.

The consent generally permits, without approval of our shareholders, the appointment of a person
to run our business under the Sprint PCS agreements on an interim basis and establishes a process for
the sale of the business. The person designated to operate our business on an interim basis is permitted
to collect a reasonable management fee. If Sprint PCS or a related party is the interim operator, the
amount of the fee shall not exceed the amount of direct expenses of its employees to operate the
business plus out-of-pocket expenses. Sprint PCS shall collect its fee by setoff against the amounts
owed to us under the Sprint PCS agreements.

Credit agreement default without a management agreement breach. If we default on our obligations
to Paribas under the credit facility, and there is no default under our management agreement with
Sprint PCS, then Paribas may take any of the following actions:

* allow us to continue to operate the business under the Sprint PCS agreements;
* appoint Sprint PCS to operate the business on an interim basis; or

 appoint a person other than Sprint PCS to operate the business on an interim basis.

Appointment by Paribas of Sprint PCS or a third party designee to operate business. If Paribas
appoints Sprint PCS to operate the business, Sprint PCS must accept the appointment within 14 days
or designate another person to operate the business. Sprint PCS’ designee may be a network partner of
Sprint PCS (other than us) or another person acceptable to Paribas. Sprint PCS or its designee must
agree to operate the business for up to six months. At the end of the six months, the period may be
extended by Paribas for an additional six months (or an additional 12 months if the aggregate
population served by all of Sprint PCS’ network partners is less than 40 million). During the initial
six-month period, Sprint PCS may not receive reimbursement for amounts expended to cure a breach
until our obligations to our senior lenders under the credit facility have been satisfied in full. If the
term is extended beyond the initial six-month period, we will be required to reimburse Sprint PCS or
its designee for amounts previously expended and to be incurred as interim manager to cure a default
up to an aggregate amount that is equal to 5% of the sum of our shareholders’ equity value plus the
outstanding amount of our long term debt. Sprint PCS or its designated person is not required to incur
expenses beyond this 5% limit. At the end of the initial six-month interim term, Paribas has the right to
appoint a successor to the interim manager subject to the requirements set forth below.
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Appointment of third party by Paribas to operate business. 1f Paribas appoints a person other than
Sprint PCS to operate the business on an interim basis the third party must:

* agree to serve for six months unless terminated by Sprint PCS or Paribas;

* meet the requirements for a successor manager specified in the consent, and not be challenged
by Sprint PCS for failing to meet these requirements within 20 days after Paribas provides Sprint
PCS with information on the third party; and

* agree to comply with the terms of the Sprint PCS agreements.

The third party is required to operate the Sprint PCS network in our markets, but is not required
to assume our existing liabilities. If the third party materially breaches the Sprint PCS agreements, this
breach will be treated as an event of default under the management agreement with Sprint PCS.

Management agreement breach. 1f we breach the Sprint PCS agreements and this breach causes a
default under the credit agreement with Paribas, Sprint PCS has the right to designate who will operate
our business on an interim basis. Sprint PCS has the right to:

* allow us to continue to operate the business under the Sprint PCS agreements (if Paribas
consents); ’

* operate our PCS business as an interim manager for up to six months; or

* appoint a Sprint PCS network partner or another person that is acceptable to Paribas to operate
our PCS business on an interim basis.

If Sprint PCS elects not to operate the business or designate a third party to operate the business
on an interim basis, Paribas may do so.

Election of Sprint PCS to serve or designate a third party to operate business. If Sprint PCS elects to
operate the business on an interim basis or designate a third party to operate the business on an
interim basis, Sprint PCS or the third party may operate the business for up to six months at the
discretion of Sprint PCS. At the end of the six months, the period may be extended for an additional
six months (or an additional 12 months if the aggregate population served by us and all other network
partners of Sprint PCS is less than 40 million). During the initial six-month period, Sprint PCS may not
receive reimbursement for amounts expended to cure a breach until our obligations to our senior
lenders under the credit facility have been satisfied in full. If the term is extended beyond the initial
six-month period, we will be required to reimburse Sprint PCS or its third party designee for amounts
previously expended and to be incurred as interim manager to cure a default up to an aggregate
amount that is equal to 5% of the sum of our shareholders’ equity value plus the outstanding amount
of our long term debt. Sprint PCS or its third party designee is not required to incur expenses beyond
this 5% limit. At the end of the initial six-month period, Sprint PCS, subject to the approval of Paribas,
has the right to appoint a successor to the interim manager.

Appointment of third party by Paribas to operate business. If Sprint PCS gives Paribas notice of a
breach of the management agreement, our obligations under the credit agreement are accelerated and
if Sprint PCS does not agree to operate the business or is unable to find a designee, then Paribas may
designate a third party to operate the business. Paribas has this same right if Sprint PCS or its designee
is not replaced within 30 days of the end of its term as interim manager. The third party selected by
Paribas must:

* agree to serve for six months unless terminated by Sprint PCS or Paribas;

* meet the requirements for a successor manager specified in the consent and not be challenged |
by Sprint PCS for failing to meet the requirements within 20 days after Paribas provides Sprint
PCS with information on the third party; and
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* agree to comply with the terms of the Sprint PCS agreements.

The third party may continue to operate the business after the six-month period at Paribas’
discretion, so long as the third party continues to satisfy the requirements to be a successor manager
and does not breach the terms of the Sprint PCS agreements.

Purchase and Sale of Operating Assets. The consent establishes a process for the sale of our
operating assets, without approval of our shareholders, in the event that we default on our obligations
to Paribas under the credit facility and Paribas accelerates the maturity of those obligations.

Sprint PCS’ right to purchase on acceleration of debt. Upon notice of an acceleration, Sprint PCS
has the right, without approval of our shareholders, to purchase our operating assets or capital stock
under the following terms:

» The purchase price will be the greater of: 72% of our Entire Business Value; or the aggregate
amount of our obligations under the credit agreement.

*» Sprint PCS must notify Paribas of its intention to exercise the purchase right within 60 days of
receipt of the notice of acceleration.

* Once Sprint PCS has given notice of its intention to exercise the purchase right, Paribas is
prohibited from enforcing its security interests until the earlier of 120 days after the acceleration
or until Sprint PCS rescinds its intention to purchase.

» If, after the 120-day period after the acceleration date, we receive a written offer to purchase
our operating assets or capital stock that we confirm in writing to be acceptable to us, Sprint
PCS has the right to purchase our operating assets or our stock on terms and conditions at least
as favorable to us as the offer we receive. Sprint PCS must exercise its right to purchase the
operating assets or capital stock within 14 business days of its receipt of the offer, on acceptable
conditions, and in an amount of time acceptable to us and Paribas.

* Upon completion of the sale to Sprint PCS and satisfaction in full of our obligations under the
credit agreement, Paribas must release its security interests.

Sale of Operating Assets or Capital Stock to Third Parties. If Sprint PCS does not purchase the
operating assets or capital stock, following an acceleration by Paribas of our obligations under the
credit agreement, Paribas may sell our operating assets or stock. In that event, Paribas has two options:

* to sell the assets or stock to an entity that meets the requirements of a qualified successor under
the Sprint PCS agreements; or

« to sell the assets or stock to any third party, subject to specified conditions.

Sale of Assets or Capital Stock to Qualified Successor. Paribas may sell the operating assets or
capital stock and assign the agreements to entities that meet the following requirements to succeed us:

* the person has not materially breached a material agreement with Sprint PCS or its related
parties that has resulted in the exercise of a termination right or in the initiation of judicial or
arbitration proceedings during the past three years;

* the person is not named by Sprint PCS as a prohibited successor and listed on Schedule 13 to
the consent;

* the person has reasonably demonstrated its credit worthiness and can demonstrate the ability to
service the indebtedness and meet the requirements of the build-out plan; and

* the person agrees to be bound by the Sprint PCS agreements.
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Paribas is required to provide Sprint PCS with information necessary to determine if a buyer meets
the requirements to succeed us as manager. Sprint PCS has 20 days after its receipt of this information
to object to the qualifications of the proposed successor manager. If Sprint PCS does not object to the
buyer’s qualifications, the buyer can purchase the assets and assume our rights and responsibilities
under the Sprint PCS agreements. The consent will remain in full force and effect for the benefit of
the buyer and its lenders. The buyer also has a period to cure any defaults under our Sprint PCS
agreements.

Sale of Assets or Capital Stock to Non-Successor. Paribas may sell, without sharecholder approval,
our assets or stock to a party that does not meet the requirements to succeed us. If such a sale is
made:

* Sprint PCS may terminate the Sprint PCS agreements;

* the buyer may purchase from Sprint PCS 5, 7.5 or 10 MHz of the PCS spectrum licensed to
Sprint PCS in our licensed areas under specified terms;

* if the buyer controls, is controlled by or is under common control with an entity that owns a
license to provide wireless service to at least 50% of the population in a basic trading area
where the buyer proposes to purchase the spectrum from Sprint PCS, the buyer may only buy 5
MHz of spectrum;

* the price to purchase the spectrum is equal to the sum of the original cost of the license to
Sprint PCS pro rated on a population and a spectrum basis, plus the cost paid by Sprint PCS for
microwave relocation costs attributable to clearing in the spectrum ultimately acquired by the
buyer of our assets and the amount of carrying costs attributable to the license and microwave
relocation costs from the date of the consent until the closing of the sale, based on a rate of
12% per annum;

* the buyer will receive from Sprint PCS the customers with the mobile identification number
assigned to the market area covered by the purchased spectrum except for customers of national
accounts and resellers;

* with limited exceptions, Sprint PCS will not solicit for six months the customers transferred to
the buyer with the mobile identification number assigned to the market area;

* the buyer and Sprint PCS will enter into a mutual roaming agreement with prices equal to the
lesser of the most favored pricing provided by buyer to third parties roaming in the geographic
area and the national average paid by Sprint PCS to third parties; and

* Sprint PCS will have the right to resell the buyer’s wireless services at most favored nation
pricing.

Deferral of Collected Revenues. For a period of up to two years after an acceleration by Paribas of
our obligations under the credit facility, Sprint PCS may only retain one-half of the amount of collected
revenues from our operation of the Sprint PCS network in our markets that it would otherwise be
entitled to under the management agreement. The balance must be forwarded to us, or to Paribas if
Paribas has elected to redirect payments as provided in the consent. If Sprint PCS is not serving as the
interim manager at the end of the first year following the acceleration, then Sprint PCS will retain all
of the collected revenues to which it is entitled under the management agreement from then on (the
remainder to be paid to Sprint PCS under an unsecured deferred note).

Right to Purchase Debt Obligations. Following the acceleration of our obligations under the credit
facility, and until the 60-day anniversary of the filing of a bankruptcy petition, Sprint PCS has the right
to purchase our obligations that are held by the lenders under the credit facility.
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Environmental Compliance

Our environmental compliance expenditures primarily result from the operation of standby power
generators for our telecommunications equipment and compliance with various environmental rules
during network build-out and operations. The expenditures arise in connection with standards
compliance or permits which are usually related to generators, batteries or fuel storage. Our
environmental compliance expenditures have not been and are not expected to be material to our
operations in the future.

Regulation of the Wireless Telecommunications Industry

The Federal Communications Commission, commonly referred to as the FCC, regulates the
licensing, construction, operation, acquisition and interconnection arrangements of wireless
telecommunications systems in the United States. The FCC has promulgated a series of rules,
regulations and policies to, among other things:

 grant or deny licenses for PCS frequencies;

* grant or deny PCS license renewals;

* rule on assignments and/or transfers of control of PCS licenses;

* govern the interconnection of PCS networks with other wireless and wireline carriers;
¢ establish access and universal service funding provisions;

* allocate spectrum for PCS and other wireless services and establish procedures, including auction
procedures, for awarding licenses to utilize spectrum for provision of wireless services;

* impose fines and forfeitures for violations of the Communications Act and the FCC’s rules; and
* regulate the technical standards of PCS networks.

In November 2001, the FCC adopted rules increasing from 45 MHz to 55 MHz the amount of
spectrum in any one market in which a single entity may have an attributable interest in broadband
PCS, cellular or SMR licenses, which became effective in February 2002. Subsequently, the spectrum
cap has been eliminated as of January 1, 2003.

Transfers and Assignments of PCS Licenses

The FCC must give prior approval to the assignment of licenses or transfers of licenses involving
changes in ownership or control of a PCS license. Non-controlling interests in an entity that holds a
PCS license or operates PCS networks generally may be bought or sold without prior FCC approval.
Additionally, the FCC requires only post-consummation notification of certain pro forma assignments
or transfers of control.

Conditions of PCS Licenses

All PCS licenses are granted for 10-year terms conditioned upon timely compliance with the FCC’s
build-out requirements. Pursuant to the FCC’s build-out requirements, all 30 MHz broadband PCS
licensees must construct facilities that offer coverage to one-third of the population within 5 years and
to two-thirds of the population within 10 years, and all 10 MHz broadband PCS licensees (and 15 MHz
licensees resulting from disaggregation of MHz spectrum blocks) must construct facilities that offer
coverage to at least one-quarter of the population within 5 years or make a showing of “substantial
service” within that five-year period. Rule violations could result in the forfeiture of the affected license
and an inability to regain the license. The FCC also requires licensees to maintain control over their
licenses. The Sprint PCS agreements reflect an alliance that the parties believe meets the FCC
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requirements for licensee control of licensed spectrum. If the FCC were to determine that our
agreements with Sprint PCS need to be modified to increase the level of licensee control, the Sprint
PCS agreements may be modified to cure any purported deficiency regarding licensee control of the
licensed spectrum. If the agreements cannot be modified, they may be terminated. As a result, it would
be extremely difficult for us to conduct our business. In addition to revoking licenses, the FCC could
impose monetary penalties on us.

PCS License Renewal

PCS licenses can be renewed for additional 10-year terms. PCS license renewal applications are
not subject to auctions. However, under the FCC’s rules, third parties may oppose renewal applications
and/or file competing applications. If one or more competing applications are filed, a renewal
application will be subject to a comparative renewal hearing. The FCC’s rules afford PCS renewal
applicants involved in comparative renewal hearing a “renewal expectancy.” The renewal expectancy is
the most important comparative factor in a comparative renewal hearing and is applicable if the PCS
renewal applicant has provided “substantial service” during its license term and substantially complied
with all applicable laws and FCC rules and policies. The FCC’s rules define “substantial service” in this
context as service that is sound, favorable and substantially above the level of mediocre service that
might minimally warrant renewal. The FCC’s renewal expectancy and procedures make it likely that
Sprint PCS will retain its PCS licenses managed by us in the foreseeable future.

Interconnection

The FCC has the authority to order interconnection between commercial mobile radio service
providers and any other telecommunications carrier. The FCC has ordered all local exchange carriers
to establish reciprocal compensation with commercial mobile radio service providers, which provide
telecommunications services through wireless technology for transport and termination of
telecommunications. The FCC rules define reciprocal compensation as compensation from one carrier
to another for the transport and termination on each carrier’s network facilities of local
telecommunications traffic originating on the network facilities of the other carrier. As a commercial
mobile radio service provider, we are required to pay reciprocal compensation to a wireline local
exchange carrier that transports and terminates a local call that originated on our network. Similarly,
we are entitled to receive reciprocal compensation when we transport and terminate a local call that
originated on a wireline local exchange carrier’s network. In conjunction with Sprint PCS, we negotiate
interconnection agreements for the Sprint PCS network in our market area with major incumbent local
exchange carriers and smaller independent local telephone companies. If an agreement cannot be
reached, under certain circumstances, parties to interconnection negotiations can submit outstanding
disputes to state authorities for arbitration. Negotiated interconnection agreements are subject to state
approval. The FCC rules and rulings, as well as the state arbitration proceedings, will directly impact
the nature and cost of the facilities necessary for interconnection of the Sprint PCS systems with other
telecommunications networks. They will also determine the nature and amount of revenues we and
Sprint PCS can receive for terminating calls originating on the networks of local exchange carriers and
other telecommunications carriers.

Other FCC Requirements

In June 1996, the FCC adopted rules that prohibit broadband PCS providers from unreasonably
restricting or disallowing resale of their services or unreasonably discriminating against resellers. Resale
obligations expired on November 24, 2002, aithough wireless carriers will still face a statutory obligation
to provide their interstate services in a manner which is not unreasonably discriminatory. The FCC also
is considering in a rulemaking proceeding whether to allow a secondary market to develop for
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spectrum. Although the comment period in this proceeding ended in March 2001, to date the FCC has
not taken any action.

FCC rules require local telephone companies and most commercial mobile radio service carriers to
program their networks to allow customers to change service providers without changing telephone
numbers, which is referred to as service provider number portability. The FCC’s rules require most
commercial mobile radio service providers to implement number portability upon bona fide request in
the 100 largest metropolitan areas of the United States. However, the FCC has delayed implementation
of that requirement until November 24, 2003. A FCC decision not to forbear from applying its number
portability requirement to wireless carriers is on appeal to the U.S. Court of Appeals for the District of
Columbia Circuit. The FCC currently requires most commercial mobile radio service providers to be
able to deliver calls from their networks to ported numbers anywhere in the country, and to contribute
to the Local Number Portability fund. Implementation of wireless service provider number portability
will require wireless PCS providers like us and Sprint PCS to purchase more expensive switches and
switch upgrades. However, it will also enable existing cellular customers to change to wireless personal
communications services without losing their existing wireless telephone numbers, which could make it
easier for PCS providers to market their services to existing cellular users.

The FCC has adopted rules permitting broadband PCS and other commercial mobile radio service
providers to provide traditional telephone services based on wireless technology and other fixed services
that would directly compete with the wireline services of local telephone companies. The FCC currently
is undertaking a rulemaking proceeding in which it is considering actions to help ensure that
competitive telecommunications providers have reasonable and non-discriminatory access to
rights-of-way, buildings, rooftops and facilities in multiple tenant environments. In October 2000, the
FCC adopted a rule which prohibits telecommunications carriers from entering into contracts to serve
multitenant commercial buildings that restrict the property owner’s ability to permit building access to
other telecommunications companies. The FCC is considering whether to adopt additional building
access requirements and invited interested persons to submit in early 2002 updated data on the state of
the market for advanced telecommunications services in multitenant environments. To date, the FCC
has not adopted additional rules or policies governing access by telecommunications carriers to
multitenant buildings.

The FCC has released a series of orders requiring broadband PCS and other commercial mobile
radio service providers to implement enhanced emergency 911 capabilities. Phase II of the FCC’s E-911
rules requires wireless carriers, including Sprint PCS, to provide Automatic Location Identification
subject to certain conditions and schedules and to complete that transition by December 31, 2005. In
October 2001, the FCC granted waivers of its Phase II schedules and approved the E-911 compliance
plans of several wireless carriers, including Sprint PCS. Under the modified plan approved for Sprint
PCS, it must have begun selling specially-equipped telephone handsets by October 1, 2001, with a
rollout of such handsets continuing until December 31, 2002, when all new handsets were required to
be specially-equipped. On December 10, 2002, Sprint PCS asked the FCC for an additional six-month
period to comply with that requirement. The FCC has invited comments on Sprint PCS’ request for
additional time, but no decision has yet been made. Under its compliance plan, Sprint PCS must have
completed its network upgrade to support enhanced 911 service by August 1, 2002, a requirement
which Sprint PCS met. In addition, beginning in February 2002, Sprint PCS is required to file with the
FCC quarterly reports on its progress in implementation of its E-911 compliance schedule. As the
required equipment becomes more functional and less expensive, emergency 911 services may afford
wireless carriers substantial and attractive new service and marketing opportunities. Congress enacted
legislation that extends to wireless carriers the same level of immunity from lawsuits that is enjoyed by
traditional telephone companies regarding their transmission of emergency calls. Wireless carriers also
face certain statutory and regulatory requirements regarding accessibility of wireless services to persons
with disabilities.
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Communications Assistance for Law Enforcement Act and USA Patriot Act

The Communications Assistance for Law Enforcement Act, or CALEA, enacted in 1994, requires
PCS and other telecommunications carriers to meet capability and capacity requirements needed by
federal, state and local law enforcement to preserve their electronic surveillance capabilities. PCS
providers were generally required to comply with the current industry CALEA capability standard,
known as J-STD-025A, by June 30, 2000, and with additional standards by September 30, 2001. PCS
providers also were required to comply with certain CALEA capability requirements by November 19,
2001. Various other capability requirements established by the Department of Justice and Federal
Bureau of Investigation have been temporarily suspended pending further review by the FCC. On
October 26, 2001, President Bush signed into law the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act, known as the USA Patriot Act.
The USA Patriot Act significantly amended existing laws related to electronic surveillance and
expanded the power of federal law enforcement agencies investigating cases involving international
terrorism and foreign intelligence. The USA Patriot Act does not impose any additional technical
obligations or requirements on providers of wire or electronic communications services. Under the
USA Patriot Act, a provider of wire or electronic communications services that furnishes facilities or
technical assistance shall be reasonably compensated for reasonable expenditures incurred in providing
facilities or assistance related to a law enforcement agency’s use of a pen register or trap and trace
device. CALEA and the USA Patriot Act may cause Sprint PCS and its network partners to face
additional costs and responsibilities for network upgrades related to compliance with law enforcement
agencies’ expanded surveillance powers. Most PCS providers are ineligible for federal reimbursement
for the software and hardware upgrades necessary to comply with CALEA capability and capacity
requirements. However, it is possible that some of these costs may be reduced or delayed if law
enforcement or legislative initiatives are adopted and implemented.

Other Federal Regulations

Wireless systems must comply with certain FCC and Federal Aviation Administration regulations
regarding the siting, lighting and construction of transmitter towers and antennas. In addition, certain
FCC environmental regulations may cause certain radio communications site locations to become
subject to regulation under the National Environmental Policy Act. The FCC is required to implement
the act by requiring carriers to meet certain land use and radio frequency standards. On January 10,
2002, the FCC issued a Fact Sheet regarding the March 2001 Nationwide Programmatic Agreement for
the Collocation of Wireless Antennas. That agreement streamlines the procedures for review of
collocations of antennas under the National Historic Preservation Act.

Review of Universal Service Requirements

The FCC is required to establish a “universal service” program to ensure that affordable, quality
telecommunications services are available to all Americans, and to support the availability of advanced
telecommunications services to schools, libraries, and rural health care centers. Sprint PCS is required
to contribute to the federal universal service program as well as existing state programs. The FCC has
determined that the Sprint PCS “contribution” to the federal universal service program is a variable
percentage of “end-user telecommunications revenues.” That percentage is adjusted periodically by the
FCC. Although many states are likely to adopt a similar assessment methodology, the states are free to
calculate telecommunications service provider contributions in any manner they choose as long as the
process is not inconsistent with the FCC’s rules. The FCC currently is considering changes to the
manner in which universal service contribution assessments on telecommunications service providers are
calculated. Depending on what changes, if any, are made to the universal service assessment
methodology, the contribution levels of Sprint PCS could be increased or decreased from those levels
currently assessed. The FCC has raised the wireless carriers’ safe harbor percentage of revenues
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attributable to interstate service for purposes of determining universal service contribution amounts
from 15% to 28.5% as of February 1, 2003. That change could increase the amount of universal service
support which will be assessed to Sprint PCS and other wireless carriers. It is also uncertain whether
market forces will enable Sprint PCS to recover some portion or all of its universal service contribution
assessments from its customers.

Partitioning; Disaggregation

The FCC has modified its rules to allow broadband PCS licensees to partition their market areas
and/or to disaggregate their assigned spectrum and to transfer partial market areas or spectrum
assignments to eligible third parties.

Wireless Fucilities Siting

States and localities are not permitted to regulate the placement of wireless facilities so as to
“prohibit” the provision of wireless services or to “discriminate” among providers of such services. In
addition, so long as a wireless system complies with the FCC’s rules, states and localities are prohibited
from using radio frequency health effects as a basis to regulate the placement, construction or
operation of wireless facilities. These rules are designed to make it possible for us, Sprint PCS and
other wireless entities to acquire necessary tower sites in the face of local zoning opposition and delays.
The FCC is considering numerous requests for preemption of local actions affecting wireless facilities
siting.

Equal Access

Wireless providers are not required to provide equal access to common carriers for toll services.
This enables us and Sprint PCS to generate additional revenues by reselling the toll services of Sprint
and other long-distance carriers from whom we can obtain favorable volume discounts. However, the
FCC is authorized to require unblocked access to toll carriers subject to certain conditions.

State Regulation of Wireless Service

Section 332 of the Federal Communications Act preempts states from regulating the rates and
entry of commercial mobile radio service providers. However, states may petition the FCC to regulate
such providers. The FCC may grant such petition if the state demonstrates that:

* market conditions fail to protect subscribers from unjust and unreasonable rates or rates that are
unjustly or unreasonably discriminatory; or

* when commercial mobile radio service is a replacement for traditional telephone service within
the state.

To date, the FCC has granted no such petition. To the extent we provide fixed wireless service, we
may be subject to additional state regulation. These standards and rulings have prevented states from
delaying the entry of wireless personal communications services and other wireless carriers into their
jurisdictions via certifications and similar requirements, and from delaying or inhibiting aggressive or
flexible wireless price competition after entry.

Employees

As of December 31, 2002, UbiquiTel employed 518 full-time employees. None of our employees
are represented by a labor union. We believe that our relations with our employees are good.
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Executive Officers of the Registrants
The name, age as of March 4, 2003, and position of each of our executive officers are as follows:

Donald A. Harris, 50, has served as our President and Chief Executive Officer and as a director
since our inception and was appointed Chairman of the Board in May 2000. Mr. Harris has more than
18 years of experience in the telecommunications industry, and is the former president of Comecast
Cellular Communications, Inc., and a former senior vice president of Comecast Corporation. He also
participated in Comcast’s efforts on the board of Nextel. Mr. Harris managed the build-out of and had
operating responsibility for Comcast’s cellular operations in Pennsylvania, New Jersey and Delaware
with over 8 million residents. Mr. Harris was also responsible for Comcast’s PCS experimental trials.
Prior to joining Comcast in February 1992, Mr. Harris was Vice President/General Manager of PacTel
Cellular’s Los Angeles office, the then largest traditional cellular operation in the United States. He
also held several senior management positions with PacTel, including Vice President of Corporate
Development, and President and Chief Executive Officer of the San Francisco Cellular Partnership.
Mr. Harris began his career in the cellular communications industry as a consultant with McKinsey &
Company. Mr. Harris is a graduate of the United States Military Academy at West Point and holds a
Master of Business Administration degree from Columbia University.

Dean E. Russell, 50, has been our Chief Operating Officer since November 1999. He is responsible
for overseeing all of the functional areas of our operations including sales and marketing, network and
field operations, and human resources. Prior to joining us, Mr. Russell was part of the executive
management team of Education Management Corporation from October 1997 to November 1999. He
held various positions with Education Management Corporation including Director of Operations for
the Art Institute of Fort Lauderdale and President of the Art Institute International at San Francisco.
Previously, Mr. Russell was the General Sales Manager for Comcast Cellular Communications, Inc. in
Atlantic City and Cape May County in New Jersey from October 1995 to October 1997. Prior to
joining Comcast Cellular Communications, Inc., Mr. Russell served in the United States Army for
20 years before retiring as a Lieutenant Colonel. Mr. Russell has 29 years of leadership experience
including hands on experience managing diverse operations. Mr. Russell holds a Bachelor of Science
degree in Engineering from the United States Military Academy at West Point, a Master of Education
degree from the University of Georgia and a Master of Business Administration degree in International
Business from Long Island University.

James J. Volk, 39, joined us as Chief Financial Officer in July 2001 and is responsible for all of the
company’s financial activities. Prior to that, he served as Regional Vice President of Finance and CFO
of Cingular Wireless’ East Region since September 2000 where he was responsible for all financial
aspects of the region which provided service to approximately 4 million customers. He previously served
as Vice President of Finance and CFO of Cingular’s Philadelphia market from August 1999 to
September 2000. Mr. Volk joined Cingular as Director of International Finance in January 1995 where
he was responsible for all financial aspects of the international wireless operations and business
development of the Comcast Cellular Division. He also served from May 1998 to August 1999 as
Director of Strategic Marketing Planning, where he was responsible for planning and analysis as well as
business development for the Comcast Cellular Division. Mr. Volk is a Certified Public Accountant and
holds a Bachelor of Science degree in Accounting from the University of Delaware and a Master of
Business Administration degree from Villanova University.

Patricia E. Knese, 44, joined us in November 2000 as Vice President and General Counsel, and in
February 2001 she was appointed Secretary of the company. From May 1999 to November 2000,
Ms. Knese served as Head Transactions and E-Health Counsel for Aetna U.S. Healthcare Inc., the
Hartford, Connecticut-based health benefits company, and as General Counsel for InteliHealth Inc., an
Aetna Internet subsidiary, where she was responsible for mergers and acquisitions, strategic
relationships and investments, and licensing and other e-commerce related legal matters. Prior to
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joining Aetna, from September 1993 to April 1999 she was an attorney at Morgan, Lewis & Bockius
LLP’s Philadelphia office in the Business and Finance area of the firm, and served prior to that as a
federal judicial clerk for a one-year term with the chief judge of the United States District Court for
the District of Delaware. She also has management experience in the automotive industry, most
recently including seven years with Subaru of America, Inc., and three years with Chrysler
Corporation’s Philadelphia zone office. Ms. Knese holds a Bachelor of Science degree in Management/
Marketing from Saint Joseph’s University, a Master of Business Administration degree from Drexel
University and a Juris Doctor degree, summa cum laude, from Temple University School of Law.

Andrew W. Buffmire, 55, joined us in May 2000 as Vice President—Business Development. He is
responsible for the development and negotiation of strategic business transactions. Prior to joining us,
Mr. Buffmire was a Director in the Sprint PCS Affiliates Program. He joined Sprint PCS in
January 1996 during its initial development stage. At Sprint PCS he led the state-related regulatory
compliance, network infrastructure and interconnection negotiations for the market entry of Sprint PCS
and provided legal counsel for various aspects of the network build-out. Before joining Sprint PCS,
Mr. Buffmire was an attorney in private legal practice in Salt Lake City, Utah for 16 years, with the
exception of two years (1985-1987), when he was the founder, general counsel and registered principal
of an NASD-registered investment banking firm. Mr. Buffmire interned with the Commission of the
European Economic Community (EU) in Brussels, Belgium. He has a Bachelor of Arts degree in
International Relations from the University of Southern California, a Juris Doctor degree from the
University of Utah and a Master of Laws degree from the London School of Economics and Political
Science.

Risk Factors

Various provisions of this Annual Report on Form 10-K contain forward-looking statements that
involve risks and uncertainties. Actual results, performance or achievements could differ materially
from those anticipated in these forward-looking statements as a result of certain risk factors, including
those set forth below and elsewhere in this Annual Report on Form 10-K.

Risks Related to Our Business, Strategy and Operations

We have a limited operating history with a history of losses and we may not achieve or sustain operating
profitability or generate sufficient cash flow to meet our obligations

From our inception on September 29, 1999 through December 31, 2002, we have incurred net
losses of approximately $273.7 million. We had previously projected to generate positive cash flow from
operations less capital expenditures in 2004. However, due to a number of factors, including very
aggressive price competition, general economic uncertainty, higher costs for new subscriber additions
than we anticipated, lower new subscriber additions than we anticipated, continuing higher rates of
customer turnover than we anticipated, the recent change to the reciprocal travel rate with Sprint PCS
that took effect on January 1, 2003, and potential changes to the roaming rates, we may generate
positive cash flow from operations less capital expenditures a year or two later. However, our
projections are subject to numerous further risks and uncertainties that are described herein and
elsewhere in “—Risk Factors.” Although we have substantially completed our network coverage
build-out, our business could require additional capital expenditures of up to approximately
$30.0 million annually for maintenance, capacity enhancements and coverage improvements, including
up to approximately $10.0 million in the aggregate to comply with the minimum build-out requirements
of our management agreement with Sprint PCS. Through December 31, 2002, we have incurred
approximately $248.3 million of capital expenditures, exclusive of approximately $79.6 million worth of
network equipment acquired as part of the Spokane market and VIA Wireless purchases. We will have
to dedicate a substantial portion of future cash flow from operations, if any, to make interest and
principal payments on our debt and fund capital expenditures, which will reduce funds available for
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other purposes. Our operating profitability will depend on many factors, including, among others, our
relationship with Sprint PCS and our ability to market Sprint PCS services, achieve projected market
penetration and manage customer turnover rates.

We may not be able to sustain our growth or obtain sufficient revenue to achieve and sustain
profitability. If the current trend of slower net customer growth continues, it will lengthen the amount
of time it will take for us to reach a sufficient number of customers to generate positive cash flow from
operations less capital expenditures, which in turn will have a negative effect on liquidity and capital
resources. We incurred an operating loss of approximately $85.2 million in the year ended
December 31, 2002. Our business projections reflect continuing growth in our subscriber base and a
reduction and eventual elimination of operating losses as the cash flow generated by the growing
subscriber base exceeds costs incurred to acquire new customers. If we acquire more new customers
than we project, the upfront costs to acquire those customers (including the handset subsidy,
commissions and promotional expenses) may result in greater operating losses in the near term but
greater cash flows from operations in future periods. In addition, if there is a slowdown in new
subscriber growth in our markets or the wireless industry generally, we may acquire fewer new
customers, which would result in lower operating losses in the near term, but lower cash flows from
operations, if any, in later periods.

If we do not achieve and maintain positive cash flow from operations less capital expenditures on a
timely basis, we may be unable to complete our network, operate our business in an effective or
competitive manner or make required payments on our debt.

We have experienced a high rate of customer turnover which has increased our costs of operations and
reduced our revenue

The wireless personal communications services industry in general and we and Sprint PCS in
particular have experienced a higher rate of customer turnover, commonly known as churn, as
compared to wireless industry averages. This churn rate has been driven higher over the past year due
to the NDASL and Clear Pay programs and the removal of the deposit requirement until late
February 2002 (see “—Marketing Strategy”). Our business plan assumes that churn will decline
significantly over the course of 2003. Due to significant competition in the industry and general
economic conditions, among other things, this decline may not occur and our future rate of customer
turnover may be higher than our historical rate or projections. Factors that may contribute to higher
churn include inability or unwillingness of customers to pay which results in involuntary deactivations,
customer mix and credit class and in particular sub-prime credit class customers, customer credit terms,
price and service offerings competition, network coverage and performance, customer service, the
anticipated implementation of wireless local number portability in late 2003 and other competitive
factors. A high rate of customer turnover adversely affects our competitive position, liquidity, results of
operations and our costs of, or losses incurred in, obtaining new subscribers, especially because we
subsidize a significant portion of the costs of initial purchases of handsets by new customers.

We will not receive as much Sprint net travel, or roaming, revenue as we anticipated

We are paid a fee from Sprint for every minute that a Sprint PCS subscriber based outside of our
markets uses our network; we refer to such fees as travel revenue. Similarly, we pay a fee to Sprint for
every minute that our customers use the Sprint PCS network outside of our markets; we refer to such
fees as travel expense. Under our original agreement with Sprint PCS, the reciprocal travel rate
exchanged for customers who roam into the other party’s or another PCS affiliate’s network, was
established at $0.20 per minute. The rate was reduced from the original $0.20 per minute of use to
$0.15 per minute of use beginning June 1, 2001, and to $0.12 per minute of use beginning October 1,
2001. The rate was reduced to $0.10 per minute for 2002. We received notice from Sprint that our
reciprocal travel rate changed to $0.058 per minute effective January 1, 2003. We are currently
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evaluating our contractual and legal remedies with respect to this most recent change to the reciprocal
travel rate to determine if this action was appropriate and authorized under our management
agreement with Sprint PCS, although the availability of any remedies for the reduction of the travel

rate may be limited. Because Sprint has done so in the past, there can be no assurance that this rate
will not be reduced by Sprint further in future years. With a ratio of travel revenue to travel expense of
approximately two to one during the year ended December 31, 2002 and an expected continued
favorable net travel position in the next few years, the lower travel rate has increased our operating
losses and could further increase our expected operating losses and reduce our liquidity projections
during the next two or three years.

If we are not able to maintain the listing of our common stock on the Nasdag SmallCap Market,
shareholders may have difficulty trading their shares and we will have greater difficulty accessing the capital
markets

The listing of UbiquiTel’s common stock was transferred from the Nasdaq National Market to the
Nasdaq SmallCap Market effective November 1, 2002 because the closing bid price of the common
stock had fallen below $1.00 for 30 consecutive trading days as of July 2002 and failed to regain
compliance with the minimum bid price of $1.00 for 10 consecutive trading days prior to the transfer.
By transferring to the Nasdaq SmallCap Market, we had until January 21, 2003 to satisfy the minimum
closing bid price requirement, which was not met during such period. Nasdaq notified us in
January 2003 that we have been provided an additional 180-day grace period, or until July 18, 2003, to
regain compliance with the Nasdaq SmallCap Market’s $1.00 minimum bid price per share requirement.
Consequently, in order for us to maintain our listing on the Nasdaq SmallCap Market, the bid price of
our common stock must close at $1.00 per share or more for a minimum of 10 consecutive trading days
before July 18, 2003. Presently, if we are not able to regain compliance with the minimum closing bid
price requirement by that date, Nasdaq has advised us that it will provide written notification to us that
our common stock will be delisted, at which time we may appeal Nasdaq’s determination to its listing
qualifications panel. However, Nasdaq recently revised its listing rules and we may be eligible for an
additional 90-day grace period at that date provided we meet specified listing requirements. We are
unable to presently determine whether we will be eligible for any additional permitted grace period to
comply with the bid price requirement or whether an extended grace period will be sufficient for us to
regain compliance with the bid price requirement. If our common stock is delisted from the Nasdaq
SmaliCap Market, we would be forced to list our common stock on the OTC Bulletin Board or some
other quotation medium, depending upon our ability to meet the specific requirements of those
quotation systems. Selling our common stock would be more difficult because smaller quantities of
shares would likely be bought and sold and transactions could be delayed. These factors could result in
lower prices and larger spreads in the bid and ask prices for shares of our common stock. If this
happens, we will have greater difficulty accessing the capital markets to raise any additional necessary
capital.

In addition, if our common stock is not listed on the Nasdaq SmallCap Market, we may become
subject to Rule 15g-9 under the Securities Exchange Act of 1934 which imposes additional sales
practice requirements on broker-dealers that sell low-priced securities, referred to as “penny stocks,” to
persons other than established subscribers and institutional accredited investors. A penny stock is
generally any equity security that has a market price or exercise price of less than $5.00 per share,
subject to certain exceptions, including listing on the Nasdaq SmallCap Market. For transactions
covered by these rules, broker-dealers must make a special suitability determination for the purchase of
such securities and must have received the purchaser’s written consent to the transaction prior to the
purchase. Additionally, for any transaction involving a penny stock, unless exempt, the rules require the
delivery, prior to the transaction, of a risk disclosure document mandated by the Securities and
Exchange Commission relating to the penny stock market. The broker-dealer is also subject to
additional sales practice requirements. Consequently, the penny stock rules may restrict the ability of
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broker-dealers to sell our common stock and may affect the ability of holders to sell shares of our
common stock in the secondary market and the price at which such holders can sell any shares of our
common stock.

QOur stock price has suffered significant declines and has been and may continue to be volatile and
shareholders may not be able to sell their shares at or above the price they paid for them

The market price of our common stock is subject to wide fluctuations in response to factors such
as the following, some of which are beyond our control:

* quarterly variations in our operating results;
* operating results that vary from the expectations of securities analysts and investors;

» changes in expectations as to our future financial performance, including financial estimates by
securities analysts and investors;

* changes in our relationship and that of other PCS affiliates with Sprint PCS;

* announcements by Sprint concerning developments or changes in its business, financial condition
or results of operations, or in its expectations as to future financial performance;

« actual or potential defaults in bank covenants by us, Sprint or other PCS affiliates of Sprint,
which may result in a perception that we are unable to comply with our bank covenants;

* announcements of technological innovations or changes to, or new, products and services by
Sprint PCS or our competitors;

* changes in results of operations, market valuations and investor perceptions of Sprint, PCS
affiliates of Sprint or of other companies in the telecommunications industry in general and the
wireless industry in particular, including our competitors;

* changes in laws and regulations;
e announcements by third parties of significant claims or proceedings against us;

* announcements by us or our competitors of significant contracts, acquisitions, strategic
partnerships, joint ventures or capital commitments; and

* general economic and competitive conditions.

Future sales of shares of our common stock may negatively affect our stock price

As a result of our acquisition of VIA Wireless in August 2001, the shareholders of the members of
VIA Wireless and certain employees of VIA Wireless received 16.4 million shares of our common
stock, representing approximately 20% of the outstanding shares of our common stock at the time of
issuance. We have on file a registration statement on Form S-3 in order to allow these holders to freely
resell the shares of our common stock that they received in the acquisition. As of March 12, 2003, the
holders had resold approximately 5.7 million shares under the Form S-3. '

In February 2003, in order to fund the cash portion of Operating Company’s private placement -
debt-for-debt exchange, UbiquiTel issued detachable warrants along with Operating Company’s Series B
senior discount notes due 2008 in a private placement. The warrants entitle the holders (three of whom
are directors of UbiquiTel) to purchase up to 9,636,000 shares of UbiquiTel’s common stock at an
exercise price of $0.01 per share. We have agreed to file a registration statement in order to allow for
the resale of the shares issuable upon exercise of the warrants.

Additionally, approximately 17.1 million of our shares of outstanding common stock as of
March 12, 2003 are owned by certain of our executive officers and directors and their affiliates and
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other persons holding restricted shares, and may be resold publicly at any time subject to the volume
and other restrictions under Rule 144 of the Securities Act of 1933. Approximately 66% of our

outstanding shares of common stock as of March 12, 2003 are freely tradable without restriction.
Holders of approximately 22% of our shares of outstanding common stock that are or were restricted
shares also have the right to register the resales of their shares of common stock with the Securities
and Exchange Commission under registration rights agreements.

Sales of substantial amounts of shares of our common stock, or even the potential for such sales,
could lower the market price of our common stock and impair our ability to raise capital through the
sale of equity securities.

Because we face intense competition in our markets, we have been recently challenged by a number of
adverse factors that diminish our ability to meet our financial projections and achieve profitability

We compete throughout our markets with both cellular and PCS providers. As a result of
competition, prices of wireless services have dramatically dropped and are expected to continue to do
so until there are fewer cellular and PCS providers through consolidation or otherwise, because there
are low marginal costs associated with providing an additional increment of airtime. Although we face
Verizon Wireless, AT&T Wireless Services, Cingular, VoiceStream and Nextel, the other five national
wireless operators, in the majority of our markets, Verizon and AT&T are in all of our markets and
provide the most competition for market share because in most cases they are the incumbent providers.
Competition also spans operators using different competing digital technologies. We also face
competition from resellers in certain markets, which provide wireless services to customers but do not
hold Federal Communications Commission licenses or own facilities. Instead, the resellers buy blocks of
wireless telephone numbers and capacity from a licensed carrier and resell services through their own
distribution network to the public.

In addition, we compete with existing communications technologies such as paging, enhanced
specialized mobile radio service dispatch and conventional telephone companies in our markets.
Potential users of wireless personal communications services systems may find their communications
needs satisfied by other current and developing technologies. One or two-way paging or beeper services
that feature voice messaging and data display as well as tone-only service may be adequate for potential
customers who do not want to speak to the caller. In the future, we expect to face increased
competition from entities providing similar services using the same, similar or other communications
technologies, including satellite-based telecommunications and wireless cable systems and other
traditional telephone networks. While some of these technologies and services are currently
operational, others are being developed or may be developed in the future.

Many of our competitors have significantly greater financial and technical resources and subscriber
bases than we do. Some of our competitors also have well established infrastructures, marketing
programs and brand names. In addition, some of our competitors may be able to offer regional
coverage in areas not served by the Sprint PCS network, or, because of their calling volumes or
relationships with other wireless providers, may be able to offer regional roaming rates that are lower
than those we offer. PCS operators compete with us in providing some or all of the services available
through the Sprint PCS network and may provide services that we do not. Additionally, we expect that
existing cellular providers will continue to upgrade their systems to provide digital wireless
communication services competitive with Sprint. Our success, therefore, is, to a large extent, dependent
on Sprint’s ability to distinguish itself from competitors by marketing and anticipating and responding
to various competitive factors affecting the wireless industry, including new services that may be
introduced, changes in consumer preferences, demographic trends, economic conditions and discount
pricing strategies by competitors. To the extent that Sprint is not able to keep pace with technological
advances or fails to respond timely to changes in competitive factors in the wireless industry, it could
cause us to lose market share or experience a decline in revenue. Recently, there has been a trend in
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the wireless communications industry towards consolidation of wireless service providers through joint
ventures, mergers and acquisitions. We expect this consolidation to lead to a smaller number of larger
competitors over time, which may alleviate pricing pressure within the industry. These larger
competitors may have substantial resources or may be able to offer a variety of services to a large
customer base.

Our business has recently been challenged by a number of adverse factors that will likely cause us
to generate positive cash flow from operations less capital expenditures a year or two later than
originally projected, which was 2004. However, our projections are subject to numerous risks and
uncertainties that are described herein and elsewhere in “—Risk Factors.” Such adverse factors include:

* very aggressive price competition in our markets;

* general economic conditions in our markets have not been positive, further affecting subscriber
growth and customer turnover;

* higher costs for new subscriber additions than we anticipated;

* lower new subscriber additions than we anticipated;

continuing higher rates of customer turnover than we anticipated; and

the recent change to the reciprocal travel rate with Sprint PCS that took effect on January 1,
2003.

In addition, there are other factors that could contribute to a continuation of challenging business
conditions for us. These include:

 uncertainty whether our expected level of capital expenditures will be sufficient to support our
PCS network and complete the build-out of it;

* uncertainty about charges that Sprint may seek to impose upon us and further reductions in our
travel rate; and

* uncertainty about reductions in roaming rates.

Our ability to meet our financial projections and achieve profitability is dependent upon our ability
to manage and overcome some, if not all, of the aforementioned factors.

We will incur additional amortization expense as a result of acquiring intangible assels in connection
with our acquisition of VIA Wireless, which will result in a charge against our revenues

Our acquisition of VIA Wireless in 2001 was accounted for using the purchase method of
accounting, which means assets and liabilities of VIA Wireless, including its intangible assets, were
recorded on our balance sheet at their fair market value. We paid approximately $202.1 million for
VIA Wireless in the form of common stock valued at approximately $122.0 million and assumed debt
of approximately $80.1 million (which was reduced to $30.1 million on a net basis after giving effect to
the post-closing sale of the VIA Wireless California PCS licenses for $50.0 million in cash). As of
December 31, 2002, our net intangible assets related to the acquisition of VIA Wireless, other than
goodwill, were $75.9 million, representing approximately 14% of our total assets as of December 31,
2002. Our intangible assets, other than goodwill, are amortized over periods ranging from 20 months to
18 years. There can be no assurance that the value of the intangible assets will ever be realized by us.
Any future determination requiring the write-off of a significant portion of our unamortized mtanglble
assets would have an adverse effect on our results of operations.
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Because we depend heavily on several national communication site management companies for their
radio communications sites for the operation of our network, the insolvency or financial difficulty of one or
more of these companies may disrupt our services temporarily in certain portions of our markets and cause us
to incur greater capital and operating expenditures

We lease a significant amount of the radio communications sites for our network through master
lease agreements with several national communication site management companies. A number of these
companies are experiencing financial difficulties and one has filed for protection from creditors under
the federal bankruptcy code. If one or more of these companies becomes insolvent, a portion of our
network could have a temporary disruption in service and there could be a material increase in our
capital and operating expenditures to replace the insolvent provider.

We previously used Arthur Andersen LLP as our independent public accountants

The audited consolidated balance sheet of UbiquiTel and its subsidiaries as of December 31, 2001
and the audited consolidated statements of operations, stockholders’ equity and cash flows of UbiquiTel
and its subsidiaries for the years ended December 31, 2001 and 2000 included in this Annual Report on
Form 10-K were audited by Arthur Andersen LLF, independent public accountants, then as stated in
their report thereon dated as of February 15, 2002 which is included herein. On March 14, 2002,
Arthur Andersen was indicted on federal obstruction of justice charges arising from the federal
government’s investigation of Enron Corporation. On May 15, 2002, upon the recommendation of the
Audit Committee of UbiquiTel’s board of directors, UbiquiTel’s board of directors approved the
dismissal of Arthur Andersen as UbiquiTel’s independent public accountants and the appointment of
PricewaterhouseCoopers LLP to serve as our independent public accountants for the fiscal year ending
December 31, 2002.

Arthur Andersen was convicted on federal obstruction of justice charges on June 15, 2002, ceased
practicing before the Securities and Exchange Commission on August 31, 2002, and was sentenced to
five years probation on October 16, 2002. Arthur Andersen has not consented to the inclusion of their
audit report dated as of February 15, 2002 in this Annual Report on Form 10-K. As a result, you may
not be able to recover any amount from Arthur Andersen in connection with any claim that may arise
out of Arthur Andersen’s audit of the financial statements described above.

We may not be able to compete with potential acquirors for acquisitions to expand our territory, or
successfully overcome risks associated with expanding our territory through acquisitions, which could have a
material adverse effect on our business and reduce the market value of our securities

There has been a recent trend in the wireless communications industry towards consolidation of
wireless service providers through joint ventures, mergers and acquisitions. Aside from our acquisition
of VIA Wireless in August 2001, we may attempt to further expand our territory through acquisitions
of other PCS affiliates of Sprint or through the grant of additional markets from Sprint. If we expand
our operations through acquisitions, we will compete with other potential acquirors, some of which may
have greater financial or operational resources than us. Any expansion through an acquisition may
require the approval of Sprint. Expansion could involve a number of risks, including the:

« difficulty of assimilating acquired operations and personnel,
* diversion of management’s attention;
* disruption of ongoing business;

» impact on our cash and available credit lines for use in financing future growth and working
capital needs;

* inability to retain key personnel;

44



* inability to maintain uniform standards, controls, procedures and policies; and

* impairment of relationships with employees, customers or vendors.

The failure to overcome these risks or any other problems encountered in these transactions could
have a material adverse effect on our business. In connection with these transactions, we also may issue
additional equity securities, incur additional debt or incur significant amortization expenses related to
intangible assets.

Our certificate of incorporation and bylaws include provisions that may discourage a change of control
transaction

Some provisions of our certificate of incorporation and bylaws and the provisions. of Delaware law
could have the effect of delaying, deferring or preventing an acquisition of us. For example, we have a
staggered board of directors, the members of which may only be removed for cause, authorized but
unissued shares of preferred stock which could be used to fend off a takeover attempt, and our
shareholders may not take actions by written consent and are limited in their ability to make proposals
at shareholder meetings.

Risks Particular to Our Indebtedness

We have substantial senior secured bank debt which we may not be able to service and which may result
in our lenders controlling our assets in an event of default

We have substantial outstanding indebtedness. We had a senior secured credit facility with
$245.0 million outstanding at December 31, 2002, which was subsequently reduced to $230.0 million in
February 2003. The reduction was due to the $15.0 million partial prepayment against the outstanding
principal balance of the term loans in conjunction with the closing of Operating Company’s
debt-for-debt exchange offer, and pursuant to which we also permanently reduced our unused
$55.0 million revolving line of credit by $5.0 million to $50.0 million.

Our substantial senior secured debt has a number of important consequences for our operations,
including the following:

* due to the liens on substantially all of our assets and the pledges of equity interests of our
existing subsidiaries that secure our senior secured credit facility, senior lenders may control our
assets or subsidiaries upon a default;

+ if the assets pledged to our senior secured creditors are not sufficient to satisfy their claims in a
bankruptcy, there will be virtually no assets available to satisfy holders of our other debt;

* we will have to dedicate a substantial portion of any cash flow from operations to the payment
of interest on, and principal of, our debt, which will reduce funds available for other purposes;

* we may not be able to obtain additional financing, if needed, for capital requirements, capital
expenditures, working capital requirements or other corporate purposes;

* we believe we are more highly leveraged than some of our competitors, which may put us at a
competitive disadvantage; and

* our borrowings under our senior secured credit facility are and will be at variable rates of
interest, which could result in higher interest expense in the event of increases in market interest
rates.

The rate of interest on the facility is presently based on a margin above the London interbank
offered rate (LIBOR). Our weighted average borrowing rate on variable rate borrowings was 6.2% for
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the year ended December 31, 2002. Increases in a market interest rate will result in additional cash
interest costs.

Our ability to make payments on any of our debt depends upon our future operating performance
which is subject to general economic and competitive conditions and to financial, business and other
factors, many of which we cannot control. If the cash flow from our operating activities is insufficient,
we may take actions, such as delaying or reducing capital expenditures, attempting to restructure or
refinance our debt, selling assets or operations or seeking additional equity capital. Any or all of these
actions may not be sufficient to allow us to service our debt obligations. Further, we may be unable to
take any of these actions on satisfactory terms, in a timely manner, or at all. The senior secured credit
facility limits our ability to take several of these actions. Qur failure to generate sufficient funds to pay
our debt would materially adversely affect the market value of our securities.

If we do not meet all of the conditions required under our senior secured credit facility, we may not be
able to draw down all of the funds we anticipate receiving from our senior lenders and we may not be able to
Jfund operating losses and working capital needs ’

We currently have $230.0 million outstanding under our senior secured credit facility. Our ability
to borrow funds under our senior secured credit facility’s current unused $50.0 million revolving line of
credit could be terminated due to our failure to comply with specific conditions on each funding date,
including the following:

* that the representations and warranties in our loan documents are true and correct in all
material respects;

* that certain of our financial and operating covenants are satisfied, including maintaining certain
financial ratios and maintaining minimum cash balances, reaching defined subscriber growth and
network covered population goals, and minimum quarterly service revenues;

* that our cash balance (as defined in the credit facility) is below $25.0 million; and
* the absence of a default under our loan documents.

We are currently in compliance with all financial and operating covenants relating to the senior
secured credit facility. However, there is uncertainty as to our ability to continue to comply with such
financial and operating covenants prior to generating positive cash flow from operations less capital
expenditures. If our business does not generate the results required by the covenants in the senior
secured credit facility, our ability to make borrowings under the revolving line of credit required to
operate our business would be restricted or terminated and the credit facility could be declared in
default. Such a restriction, termination or declaration of default would have a material adverse effect
on our liquidity. Prior to amending the senior secured credit facility in conjunction with Operating
Company’s debt-for-debt exchange offer, we amended the senior secured credit facility during 2001 in
connection with, and to give effect to, the acquisition of VIA Wireless and again during the third
quarter of 2002 due to a lower travel rate from Sprint PCS, lower new subscriber additions than we
anticipated and higher rates of customer turnover than we anticipated as a result of which .certain of
the financial and operating covenants under the senior secured credit facility, including those
concerning minimum subscriber growth and earnings before interest, taxes, depreciation and -
amortization, were amended to be less restrictive.
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Our senior secured indebtedness places restrictions on us which may limit our operating flexibility and
our ability to pay interest on the 14% Senior Discount Notes and 14% Series B Senior Discount Notes issued
in February 2003 and the 14% Senior Subordinated Discount Notes issued in 2000

Our senior secured credit facility imposes material operating and financial restrictions on us. These
restrictions, subject to ordinary course of business exceptions, limit our ability to engage in some
transactions, including the following:

* borrowing additional money;

* selling assets;

* mergers or consolidations;

* making investments; and

¢ repurchasing the new notes issued in February 2003 and the existing notes.

These restrictions limit our ability to obtain debt financing, repurchase outstanding notes, refinance
or pay principal or interest on our outstanding debt, consummate acquisitions for cash or debt and
react to changes in our operating environment.

If we default under our senior secured credit facility, our lenders may declare our debt immediately due
and payable and Sprint may force us to sell our assets to it on terms that have been agreed upon and that are
disadvantageous to us

Our senior secured credit facility requires that we comply with specified financial ratios and other
performance covenants. If we fail to comply with these covenants or we default on our obligations
under our senior secured credit facility, our lenders may accelerate the maturity of our debt. If our
lenders accelerate our debt, Sprint has the option to purchase our operating assets at a discount to
market value on terms that have been agreed upon and that are disadvantageous to us and assume our
obligations under the senior secured credit facility. If Sprint does not exercise this option, our lenders
may sell our assets to third parties. If Sprint provides notice to our lenders that we are in breach of our
management agreement with Sprint PCS and, as a result, our obligations under the credit agreement
are accelerated and Sprint does not elect to operate our business, our lenders may designate a third
party to operate our business or cause our assets to be sold. In any such case, there is a material risk
we will not be able to make payments on our other debt and that our common stock will become
worthless. For a further description of Sprint PCS’ default remedies under the management agreement,
see “—Risks Particular to Our Relationship with Sprint PCS—The termination of our management
agreement with Sprint PCS or Sprint’s failure to perform its obligations under the agreement would
severely impair our ability to conduct our business and, if our management agreement is terminated,
Sprint may purchase our operating assets at a discount to market value on terms that have been agreed
to and that are disadvantageous to us,” and “—Sprint PCS Agreements—The Management
Agreement—Rights on Termination.”

Risks Particular to Our Relationship with Sprint PCS

The termination of our management agreement with Sprint PCS or Sprint’s failure to perform its
obligations under the agreement would severely impair our ability to conduct our business and, if our
management agreement is terminated, Sprint may purchase our operating assets at a discount to market value
on terms that have been agreed to and that are disadvantageous to us '

Because we do not own the licenses to operate our wireless network, our ability to offer products
and services and our PCS network’s operation are dependent on our agreements with Sprint PCS
remaining in effect. Our management agreement with Sprint PCS is subject to termination. Sprint is
not obligated to provide us with any support in connection with our business or otherwise, other than
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performing its contractual obligations under the management agreement and other related agreements
between us. Sprint can choose not to renew the agreement at the expiration of the 20-year initial term
in 2018 or any ten-year renewal term. In any event, our management agreement with Sprint PCS
terminates in 50 years. In addition, our agreements with Sprint PCS can be terminated by Sprint if we
breach any material terms. We are also dependent on Sprint’s ability to perform its obligations under
our agreements. The non-renewal or termination of our management agreement with Sprint PCS, or
the failure of Sprint to perform its obligations under our management agreement, would severely
impair our ability to conduct our business. If our management agreement is terminated, we may be
required to sell our operating assets to Sprint. This sale may take place for a price equal to 72% of our
entire business value, subject to the valuation criteria and procedures described under “—Sprint PCS
Agreement—The Management Agreement—Rights on Non-Renewal.” The provisions of our
management agreement that allow Sprint to purchase our operating assets at a discount may limit our
ability to sell our business, reduce the value a buyer would be willing to pay for our business and limit
our ability to obtain new investment or support from any source. If we were to file for bankruptcy, the
management agreement would provide Sprint with various remedies, including purchase rights at a
discount to market value, though we cannot predict if or to what extent remedies would be enforceable.
In addition, we would be very reluctant to reject the management agreement under Section 365 of the
federal bankruptcy code because we cannot conduct our business without the management agreement.
If Sprint PCS were to file for bankruptcy, Sprint PCS could reject the management agreement under
Section 365 of the federal bankruptcy code. The management agreement would provide us various
remedies, including purchase and put rights, though we cannot predict if or to what extent our
remedies would be enforceable. In any event, a bankruptcy by Sprint PCS could severely restrict our
ability to conduct our business for the reasons set forth above. For additional information concerning
the remedies available under the management agreement, see “—Sprint PCS Agreements—The
Management Agreement—Rights on Termination” and “—Rights on Non-Renewal.”

Sprint may make business decisions that are not in our best interests, which may adversely affect our
relationship with customers in our markets, increase our expenses and/or decrease our revenues

Sprint, under the Sprint PCS agreements, has a substantial amount of control over the conduct of
our business. Conflicts between us and Sprint may arise, and because Sprint owes us no duties except
as set forth in the agreements, these conflicts may not be resolved in our favor. Accordingly, Sprint has
and may continue to make decisions that adversely affect our business, such as the following:

* Sprint prices its national plans based on its own objectives and could set price levels that may
not be ecoromically sufficient for our business;

* Sprint could develop products and services or establish credit policies, such as the “Clear Pay”
program (as described below under “—Changes in Sprint PCS products and services and credit
policies may adversely affect customer retention and/or bad debt expense and/or reduce
customer additions”), that could adversely affect our results of operations;

 Sprint could raise the costs it charges us to perform back office services or maintain the costs
above those expected, reduce levels of services or otherwise seek to increase expenses and other
amounts charged;

» Sprint, as it has done in the past, could further reduce the travel rate it pays to us for Sprint
PCS customers who travel into and use our network;

+ Sprint has sought to charge us more as a result of launching the “third generation” or 3G
technology called “one times radio transmission technology” or 1XRTT; :

* Sprint could prohibit us from selling non-Sprint PCS approved equipment;
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* Sprint could, subject to limitations under our Sprint PCS agreements, alter its network and
technical requirements, which could result in increased equipment and build-out costs;

* Sprint could request that we build out additional areas within our markets, which if undertaken,
could result in less return on investment or a reduction of our licensed population if we decline
to build the requested area;

* Sprint could make decisions that could adversely affect the Sprint and Sprint PCS brand names,
products or services; and

¢ Sprint could decide not to renew the Sprint PCS agreements or to no longer perform its
obligations, which would severely restrict our ability to conduct our business.

Sprint has and may continue to make decisions with regard to one or more of the foregoing which
could further adversely affect our relationships with customers in our markets, increase our expenses
and/or decrease our revenues.

Because we do not own the licenses to operate the PCS networks in our markets, we can only operate our
business so long as we remain a PCS affiliate of Sprint and Sprint PCS continues to own such licenses

Our ability to offer products and services and our PCS network’s operations are dependent on our
agreements with Sprint PCS remaining in effect. We are further dependent on Sprint PCS’ continued
ownership of the licenses to operate the PCS networks in our markets, which are subject to renewal
and revocation by the Federal Communications Commission. Sprint PCS’ licenses in our markets will
expire in 2004 through 2007, but may be renewed for additional ten-year terms. Although we expect the
licenses to be renewed, there may be opposition to renewal of Sprint PCS’ licenses upon their
expiration, and the Sprint PCS licenses may not be renewed. The FCC has adopted specific standards
that apply to PCS license renewals. Any failure by Sprint PCS or us to comply with these standards
could cause revocation or forfeiture of the Sprint PCS licenses for our markets. Additionally, if Sprint
PCS does not demonstrate to the FCC that Sprint PCS has met the five-year and ten-year construction
requirements for each of its PCS licenses, it can lose the affected licenses and be ineligible to regain
them. If our agreements with Sprint PCS cease to remain in effect for any reason whatsoever or Sprint
PCS loses any of its licenses in our markets, we would be materially impaired in our ability to conduct
our business.

Sprint may terminate our management agreement and purchase our operating assets at a discount to
market value on terms disadvantageous to us, and we would no longer be able to offer Sprint PCS services, if,
among other things, we fail to complete the build-out of our PCS network by specified dates or fail to meet the
technical standards contained in the agreement

Our agreements with Sprint PCS require that we provide network coverage to a minimum network
coverage area within specified time frames. Our agreements with Sprint PCS require us to build our
PCS network in accordance with Sprint PCS’ technical requirements. Sprint can, at any time with at
least 30 days’ prior notice to us, adjust the technical requirements for the network. Some of the radio
communications sites in our remaining build-out will require us to obtain zoning variances or other
local governmental or third party approvals or permits. To complete our build-out, we must retain
rights to a sufficient number of tower sites, which requires us to obtain local regulatory approvals. In
some instances, local governmental authorities have placed moratoriums on the construction of
additional towers and radio communications sites. A failure to meet our build-out requirements for any
one of our individual markets or a failure to meet the technical requirements would constitute a breach
of our management agreement with Sprint PCS that could lead to a termination. If the management
agreement is terminated, we will no longer be able to offer Sprint PCS products and services, and we
may be required to sell our operating assets to Sprint on terms that have been agreed to and that are
disadvantageous to us. This sale may take place without approval of our shareholders and for a price
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equal to 72% of cur entire business value, subject to the valuation criteria and procedures described
under “—Sprint PCS Agreements—The Management Agreement—Rights on Non-Renewal.”

We may need more capital than we currently project to build out our remaining portion of the Sprint
PCS network and maintain the quality of service in our portion of the network through capacity
enhancements; and if we fail to obtain required additional capital, we may not have sufficient funds to
complete our build-out or comply with the quality of service technical standards in accordance with the terms
of our management agreement with Sprint PCS and Sprint may terminate our management agreement and
purchase our operating assets at a discount to market value on terms that have been agreed to and that are
disadvantageous to us

Although we have substantially completed our network coverage build-out, our business could
require additional capital expenditures of up to approximately $30.0 million annually for maintenance,
capacity enhancements and coverage improvements, and is expected to include up to approximately
$10.0 million in the aggregate to comply with the minimum build-out requirements of our management
agreement with Sprint PCS. As part of our build-out, we must successfully lease or otherwise retain
rights to a sufficient number of radio communications and network control sites, complete the purchase
and installation of equipment, build out the physical infrastructure and test the network. Additional
funds could be required for a variety of reasons, including unanticipated expenses or operating losses.
We will face significant limitations on our ability to obtain additional funds. Even if those funds are
available, we may not be able to obtain them on a timely basis, or on terms acceptable to us or within
limitations permitted by our debt agreements. Failure to obtain additional funds, should the need for
them develop, would result in the delay or abandonment of our development and expansion plans. If
we do not have sufficient funds to complete our build-out, we will be in breach of our management
agreement with Sprint PCS and under our debt agreements. If Sprint terminates our management
agreement as-a result of this breach, we may be required to sell our operating assets to Sprint at a
discount to market value on terms that have been agreed to and that are disadvantageous to us.

Changes in Sprint PCS products and services and credit policies may adversely affect customer retention
and/for bad debt expense and/or reduce customer additions

The competitiveness of Sprint PCS products and services is a key factor in our ability to attract
and retain customers. Under the Sprint PCS service plans, customers who do not meet certain credit
criteria can nevertheless select any plan offered subject to an account spending limit, referred to as
ASL, to control credit exposure. Account spending limits range from $125 to $200 depending on the
credit quality of the customer. Prior to May 2001, all of these customers were required to pay a deposit
ranging from $125 to $200 that could be credited against future billings. In May 2001, the deposit
requirement was eliminated on all credit classes, a program referred to as no deposit ASL. As a result,
a significant amount of our new customer additions have been under the no deposit ASL program. In
late 2001, the no deposit ASL program was replaced by the “Clear Pay” program, which re-instated the
deposit requirement for the lowest credit class and featured increased back office control with respect
to credit collection efforts. We re-instituted deposit requirements for all new sub-prime credit quality
subscribers in the Clear Pay program in late February 2002 and we believe that this policy has reduced
and will further reduce our future bad debt exposure. Sprint may end or materially change the terms of
the Clear Pay program. If Sprint eliminates the Clear Pay program or alters its features, the growth
rate we expect to achieve may decrease, or our customer retention and bad debt could be materially
adversely affected.

The re-instatement of deposits in late February 2002 in connection with the Clear Pay program
had a significant negative impact on gross customer additions during the last five weeks of the three
months ended March 31, 2002 and during the remainder of 2002. While deposits for Clear Pay
customers provide us with protection against bad debt expense for sub-prime customers, it has and may
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continue to deter some people with sub-prime credit from becoming subscribers. As a result, our gross
additions have declined and may continue to do so, which may further result in lower cash flows and
impair our ability to service our debt. As of December 31, 2002, 29% of our approximate 257,000
subscribers had a credit rating placing them in the sub-prime category, including 15% with deposits.

Sprint’s failure to timely and accurately generate revenue and cost data for the compilation of our
financial statements and other financial disclosures could have a material adverse effect on our business

We place substantial reliance on the timeliness, accuracy and sufficiency of revenue and cost data
and information generated by Sprint for the compilation of our financial statements and other financial
disclosures, including substantial portions of our revenues, expenses and accounts receivable. As part of
our agreements, we outsource several functions to Sprint including billing, customer care, national
network operations support, inventory logistics support, long distance transport and national retailer
sales support. The data provided by Sprint is the primary source for our recognition of service revenue
and a significant portion of our selling and marketing and cost of service and operations expenses. In
certain cases, the data is provided at a level of detail that is not adequate for us to verify for accuracy
back to the originating source. We rely on Sprint to have designed adequate internal controls with
respect to the processes established to provide this data. Because of this reliance, we are dependent on
Sprint to periodically evaluate the effectiveness of these controls and report any significant deficiencies
and weaknesses in the design or operation of these controls that could have a material impact on our
financial statements and disclosures. Sprint provides an annual evaluation of these controls to us by
engaging its independent auditors to provide a “Report on Controls Placed in Operation and Tests of
Operating Effectiveness for Affiliates” under guidance provided in Statement of Auditing Standards
No: 70 (“SAS 707). There can be no assurance that the SAS 70 procedures will identify all weaknesses
that might be material to us. Although we are not presently aware of any material errors affecting us,
errors that are not reconciled on a timely basis by Sprint could cause us to misstate our revenues or
expenses and could result in out-of-period adjustments that may materially adversely affect our
financial results and could have a material adverse effect on our business, financial condition, results of
operations and cash flows. Additionally, if we or any other PCS affiliate of Sprint find significant errors
in information provided by Sprint which causes a restatement of financial statements or otherwise
affects us, investors and the investment community may lose confidence in us. In late February 2003,
iPCS, Inc., a PCS affiliate of Sprint, filed for bankruptcy protection under Chapter 11 of the federal
bankruptcy code and concurrently brought an adversarial action against Sprint alleging, among other
things, that Sprint had failed to remit certain amounts owed to iPCS under its agreements with Sprint.
Should Sprint fail to deliver timely, accurate and sufficient information, this could lead to a greater
degree of uncertainty in our business and financial planning and may lead to adverse short-term
decisions. In addition, the failure of Sprint to remit current or future amounts owing to PCS affiliates
of Sprint, including us, could lead to actions on the part of us or other PCS affiliates of Sprint to
enforce rights under the Sprint agreements and other remedies available under applicable law.

Our dependence on Sprint for services may limit our ability to reduce costs, which could adversely affect
our liquidity and results of operations

A portion of cost of service and operations in our financial statements relates to charges from
Sprint. As a result, a portion of our cost of service and operations is outside our control. There can be
no assurance that Sprint will lower its operating costs, or, if these costs are lowered, that Sprint will
pass along savings to its PCS affiliates. If these costs are more than we anticipate in our business plan,
it could adversely affect our liquidity and results of operations and, as noted below, our ability to
replace Sprint with lower cost providers may be limited.
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The inability of Sprint to provide high quality back office services, or our inability to use Sprint’s back
office services and third party vendors’ back office systems, could lead to customer dissatisfaction, increase
customer turnover or otherwise disrupt our business and increase our costs

We rely on Sprint’s internal support systems, including customer care, billing and other back office
support. We also depend on Sprint’s willingness to continue to offer these services and to provide these
services effectively and at competitive costs. Our operations could be disrupted if Sprint is unable to
maintain and expand these back office services and systems in a high quality manner, or to efficiently
outsource those services and systems through third party vendors. The rapid expansion of Sprint’s
business, together with cost pressures, is expected to continue to pose a significant challenge to its
internal support svstems. Sprint recently has consolidated and made reductions in its customer service
support structure and may continue to do so in the future, which may have an adverse effect on our
churn rate. Sprint has relied on third party vendors for a significant number of important functions,
including billing, and components of its internal support systems and may continue to rely on outside
vendors in the future or may take these systems in-house. Any significant system change, such as a
billing system conversion, could create short-term adverse business consequences for us including
increased levels of customer turnover and overall lower customer satisfaction, among others. Qur Sprint
PCS agreement provides that, upon nine months’ prior written notice, Sprint may elect to terminate
any of these services. The inability of Sprint to provide or maintain high quality back office services, or
our inability to use Sprint’s back office services and third party vendors’ back office systems, could lead
to customer dissatisfaction, increase customer turnover or otherwise disrupt our business and increase
our costs. Sprint has become aware of customer dissatisfaction with its customer service and in that
regard has recently announced that it is undertaking initiatives to improve customer service. If Sprint
elects to significantly increase the amount it charges us for any of these services, our operating
expenses will increase, and our operating income and available cash would be reduced. Further, our
ability to replace Sprint in providing back office services may be limited. While our agreements with
Sprint PCS allow us to use third-party vendors to provide certain of these services instead of Sprint,
start up costs may significantly limit our ability to use back office services provided by anyone other
than Sprint. This could limit our ability to lower our operating costs.

If Sprint attempts to pass along new charges and fees that are material and not anticipated by us in
Jormulating our business plan, they could materially and adversely affect our results of operations and
Jinancial condition

Sprint has notified us of new charges and fees that we did not expect when we formulated our
business plan. These new charges and fees include undetermined development costs to upgrade Sprint’s
billing system to cover new third generation technology (known as 1XRTT) services offered to our
customers. We have discussed with Sprint whether there is a basis for these new charges and fees under
our management and services agreements with Sprint PCS. If we disagree with Sprint on the validity of
these (or any other) new charges or fees, we have the right to formally dispute the charges or fees. We
cannot now determine whether these charges and fees are material. If they are material, and if Sprint is
entitled to collect them, they could have a material adverse effect on our results of operations or
financial condition or both.

If Sprint PCS does not complete the construction of its nationwide PCS network, we may not be able to
attract and retain customers :

Sprint PCS currently intends to cover a significant portion of the population of the United States,
Puerto Rico and the U.S. Virgin Islands by creating a nationwide PCS network through its own
construction efforts and those of its PCS affiliates. Sprint PCS is still constructing its nationwide
network and does not offer PCS services, either on its own network or through its roaming agreements,
in every city in the United States. Sprint PCS has entered into management agreements similar to ours
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with companies in other markets under its nationwide PCS build-out strategy. Our results of operations
are dependent on Sprint PCS’ national network and, to a lesser extent, on the networks of other PCS
affiliates of Sprint. Sprint PCS’ network may not provide nationwide coverage to the same extent as its
competitors, which would adversely affect our ability to attract and retain customers.

If Sprint or other PCS affiliates of Sprint have financial difficulties, the Sprint PCS network could be
disrupted

Sprint PCS’ national network is a combination of networks. The large metropolitan areas are
owned and operated by Sprint PCS, and the areas in between them are owned and operated by PCS
affiliates of Sprint, all of which are independent companies like us. We believe that most, if not all, of -
these companies have incurred substantial debt to pay the large cost of building out their networks. If
any of these companies experience financial difficulties, the Sprint PCS network could be disrupted in
that company’s territory, which would adversely affect our ability to attract and retain customers.

A PCS affiliate of Sprint, iPCS, Inc., recently filed for bankruptcy protection under Chapter 11 of
the federal bankruptcy code. The impact of these developments on the Sprint PCS network and our
relationship with Sprint PCS and on our travel revenue from subscribers roaming in iPCS markets may
be materially adverse to us.

Certain provisions of our Sprint PCS agreements may diminish the value of our securities and restrict
the sale of our business

In certain specified circumstances, including in the event of our bankruptcy, Sprint may purchase
our operating assets or capital stock at a discount. In addition, any change of control of our ownership,
any assignment of our management agreement with Sprint PCS and any acquisition by us of another
PCS affiliate of Sprint is subject to Sprint’s approval. Sprint has a right of first refusal if we decide to
sell our operating assets to a third party. We also are subject to a number of restrictions on the transfer
of our business, including a prohibition on the sale of UbiquiTel or our operating assets to competitors
of Sprint. These restrictions and other restrictions contained in our management agreement with Sprint
PCS could adversely affect the value of our securities, may limit our ability to sell our business, may
reduce the value a buyer would be willing to pay for our business and may operate to reduce our
“entire business value,” as described under “~—Sprint PCS Agreements—The Management
Agreement—Rights on Non-Renewal.”

We may have difficulty in obtaining an adequate supply of certain handsets from Sprint PCS, which
could adversely affect our results of operations

We depend on our relationship with Sprint PCS to obtain handsets at a competitive cost. Sprint
PCS orders handsets from various manufacturers. We could have difficulty obtaining specific types of
handsets at a competitive cost and in a timely manner if:

* Sprint PCS does not adequately project the needs for handsets for its own markets, the PCS
affiliates of Sprint and its other third party distribution channels, particularly during a transition
to new technologies, such as 3G;

» we do not adequately project our need for handsets;

* Sprint PCS modifies its handset logistics and delivery plan in a manner that restricts or delays
our access to handsets; or

* there is an adverse development in the relationship between Sprint and its suppliers or vendors.
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The occurrence of any of the foregoing could disrupt customer service and/or result in a decrease
in our subscribers and projected subscribed additions, which could adversely affect our results of
operations.

We rely on the use of the Sprint PCS brand name and logo to market our services, and a loss of use of
this brand and logo or a decrease in the attractiveness of this brand and logo to potential customers would
significantly impair our ability to market our products

The Sprint PCS brand and logo is highly recognizable. If we lose our rights to use the Sprint PCS
brand and logo under our trademark and service mark license agreements, we would lose the
advantages associated with marketing efforts conducted by Sprint PCS. If we lose the rights to use this
brand and logo or the value of the brand and logo decreases, customers may not recognize our brand
readily and we may have to spend significantly more money on advertising to create brand recognition.

Risks Particular to Our Industry

Significant competition in the wireless communications services industry may result in our competitors
offering new or better products and services or lower prices, which could prevent us from attaining operating

profitability

Competition in the wireless telecommunications industry is intense. We anticipate that competition
will cause prices for wireless products and services to decline in the future and the cost to acquire new
customers to remain high. Our ability to compete will depend, in part, on our ability to anticipate and
respond to various competitive factors affecting the telecommunications industry.

Our dependence on Sprint PCS to develop competitive products and services and the requirement
that we obtain Sprint’s consent to sell non-Sprint PCS approved equipment may limit our ability to
keep pace with our competitors on the introduction of new local pricing plans and products, services
and equipment. Most of our competitors are larger than us, possess greater resources and more
extensive coverage areas, and may market other services, such as landline telephone service, cable
television and Internet access, with their wireless communications services. Furthermore, there has been
a recent trend in the wireless communications industry towards consolidation of wireless service '
providers through joint ventures, reorganizations and acquisitions. We expect this consolidation to lead
to larger competitors over time and reduced price competition. We may be unable to compete
successfully with larger companies that have substantially greater resources or that offer more services
than we do. In addition, we may be at a competitive disadvantage because we may be more highly
leveraged than some of our competitors.

Market saturation could limit or decrease our rate of new subscriber additions

Intense competition in the wireless communications industry could cause prices for wireless
products and services to continue to decline. If prices drop, then our rate of net subscriber additions
will take on greater significance in improving our financial condition and results of operations.

. However, as our and our competitors’ penetration rates in our markets increase over time, our rate of
adding net subscribers could decrease. If this decrease were to happen it could materially adversely
affect our liquidity, financial condition and results of operations.

We are a consumer business and a recession in the United States involving significantly lowered
consumer and business spending could negatively affect our results of operations

Our primary customer base is individual consumers. In the event that the economic downturn that
the United States has been experiencing becomes more pronounced or continues and spending by
individual consumers drops significantly, our business may be negatively affected.
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There is also uncertainty as to the extent of customer demand as well as the extent to which
airtime and monthly recurring charges may continue to decline. As a result, our future prospects
remain uncertain.

Alternative technologies and current uncertainties in the wireless market may reduce demand for PCS

The wireless communications industry is experiencing significant technological change, as evidenced
by the increasing pace of digital upgrades in existing analog wireless systems, evolving industry
standards, ongoing improvements in the capacity and quality of digital technology, shorter development
cycles for new products and enhancements and changes in end-user requirements and preferences.
Technological advances and industry changes could cause the technology used on our network to
become obsolete. Sprint PCS may not be able to respond to such changes and implement new
technology on a timely basis, or at an acceptable cost.

If Sprint PCS is unable to keep pace with these technological changes or changes in the wireless
communications market based on the effects of consolidation or from the uncertainty of future
government regulation, the technology used on our network or our business strategy may become
obsolete. In addition, wireless carriers have been implementing an upgrade known as “third
generation,” or “3G,” technology throughout the industry. The 3G technology promises high-speed,
always-on Internet connectivity and high quality video and audio. To take advantage of these enhanced
3G features, subscribers will need to purchase a 3G-capable handset. We cannot assure you that Sprint
PCS’ and our implementation of 1XRTT or 3G technology will be successful or on a cost-effective
basis. -

Regulation by government agencies and taxing authorities may increase our costs of providing service or
require us to change our services, either of which could impair our financial performance

Our operations and those of Sprint PCS may be subject to varying degrees of regulation by the
Federal Communications Commission, the Federal Trade Commission, the Federal Aviation
Administration, the Environmental Protection Agency, the Occupational Safety and Health
Administration and state and local regulatory agencies and legislative bodies. Adverse decisions or
regulation by these regulatory bodies would negatively impact our operations and our costs of doing
business. For example, changes in tax laws or the interpretation of existing tax laws by state and local
authorities could subject us to increased income, sales, gross receipts or other tax costs or require us to
alter the structure of our relationship with Sprint.

Use of hand-held phones may pose health risks, which could result in the reduced use of wireless services
or liability for personal injury claims

Media reports have suggested that certain radio frequency emissions from wireless handsets may
be linked to various health problems, including cancer, and may interfere with various electronic
medical devices, including hearing aids and pacemakers. Concerns over radio frequency emissions may
discourage use of wireless handsets or expose us to potential litigation. Any resulting decrease in
demand for wireless services, or costs of litigation and damage awards, could impair our ability to
achieve and sustain profitability.

Regulation by government or potential litigation relating to the use of wireless phones while driving could
adversely affect our results of operations

Some studies have indicated that some aspects of using wireless phones while driving may impair
drivers’ attention in certain circumstances, making accidents more likely. These concerns could lead to
potential litigation relating to accidents, deaths or serious bodily injuries. A number of U.S. state and
local governments are considering or have recently enacted legislation that would restrict or prohibit
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the use of a wireless handset while driving a vehicle or, alternatively, require the use of a hands-free
telephone. Litigation and new restrictions or government regulations that restrict or prohibit wireless
phone use could have a material adverse effect on our results of operations.

Our business is seasonal and worse than expected fourth quarter results may cause the price of our
securities to drop and significantly reduce our overall results of operations

The wireless industry is heavily dependent on fourth quarter results. Among other things, the
industry relies on significantly higher customer additions and handset sales in the fourth quarter as
compared to the other three calendar quarters. The price of our securities may drop and our overall
results of operations could be significantly reduced if we have a worse than expected fourth quarter for
any reason, including the following:

* our inability to match or beat pricing plans offered by competitors;

* the failure to adequately promote Sprint PCS’ products, services and pricing plans;
* our inability to obtain an adequate supply or selection of handsets;
* a downturn in the econoiny of some or all of our markets; or

* a poor holiday shopping season.

ITEM 2. Properties

As of March 4, 2003, our material properties were as follows:

Corporate and Regional Offices. Our principal executive offices consist of approximately 20,000
square feet of leased office space located in Conshohocken, Pennsylvania. We own an approximately
34,000 square foot office building located in Fresno, California in which our regional operations for
central California are located. We lease approximately 7,000 square feet in this facility to a tenant and
may lease additional excess space to other tenants. We also lease space for regional operations in Reno,
Nevada; Spokane, Washington; Boise, Idaho; and Evansville, Indiana.

Sprint PCS Stores. We currently lease space for 34 Sprint retail stores in our markets.

Switching Centers. We have four leased and one owned switching centers, located in each
regional market.

Cell Sites. We lease space on approximately 726 cell site towers and own approximately 100
towers.

We believe our facilities are in good operating condition and are currently suitable and adequate
for our business operations.

ITEM 3. Legal Proceedings

Neither UbiquiTel nor Operating Company is a party to any pending legal proceedings that either
UbiquiTel or Operating Company believes would, if adversely determined, individually or in the
aggregate, have a material adverse effect on our financial condition or results of operations.

ITEM 4. Submission of Matters to a Vote of Security Holders

No matters were submitted during the fourth quarter of fiscal 2002 to a vote of security holders.
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PART II
ITEM 5. Market for Registrant’s Common Equity and Related Stockholder Matters

Market Information. Shares of UbiquiTel common stock began trading on The Nasdaq National
Market on June 7, 2000 under the symbol “UPCS.” Prior to that date, there was no public market for
UbiquiTel common stock. Effective November 1, 2002, the listing of UbiquiTel’s common stock was
transferred from The Nasdaq National Market to The Nasdaq SmallCap Market. On March 12, 2003,
there were 148 holders of record of UbiquiTel common stock. There is no public market for the
common stock of UbiquiTel Operating Company and all of such stock is held by UbiquiTel.

The following table lists the high and low bid prices for UbiquiTel common stock for the quarterly
periods for the years ended December 31, 2001 and 2002, as reported by The Nasdaq National Market
until October 31, 2002, and as reported by The Nasdaq SmallCap Market from November 1, 2002.

2001 _High  Low
First QU e . . oot e e $ 8.063 3$4.25
Second QUarter ... .o e e 7.85 420
Third Quarter . ... .. 10.57 6.14
Fourth Quarter .. ... .ot 1090 6.80

2002 , High Low
First QUATter . . v ot e e e e e e e e e $§ 8.26 $1.45
Second QUarter .. ... e e 2.55 0.40
Third Quarter . .. ... . e e 0.95 0.20
Fourth Quarter .. ... i e 0.80 0.20

Dividend Policy. 'UbiquiTel has never paid any cash dividends on its common stock. UbiquiTel
intends to retain its future earnings, if any, to fund the development and growth of its business and,
therefore, does not anticipate paying cash dividends in the foreseeable future. Our future decisions
concerning the payment of dividends on our common stock will depend upon our results of operations,
financial condition and capital expenditure plans, as well as such other factors as the board of directors,
in its sole discretion, may consider relevant. In addition, our existing indebtedness restricts, and we
anticipate our future indebtedness may restrict, our ability to pay dividends.

Securities Authorized For Issuance Under Equity Compensation Plans. See our disclosure in the
subsection of UbiquiTel’s definitive proxy statement entitled “Equity Compensation Plan Information,”
which disclosure is incorporated herein by reference.
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ITEM 6. Selected Financial Data

In the table below, we provide you with selected financial data for the years ended December 31,
2002, 2001 and 2000, and from September 29, 1999, the date of our inception, through December 31,
1999, and balance sheet data as of December 31, 2002, 2001, 2000 and 1999, which are derived from
and should be read in conjunction with the audited consolidated financial statements of UbiquiTel Inc.
and subsidiaries included elsewhere herein. See also “Management’s Discussion and Analysis of
Financial Condition and Resuits of Operations” included herein.

For the Period
from Inception
(September 29, 1999)
Year Ended December 31, to Decembel" 31,

2002 2001 2000 1999

(In Thousands, Except Per Share Data)

Statement of Operations Data:

TOtal TEVENMUES . . . o v v v et it e e e e e $ 220,805 § 93573 § 9,283 $ —
Costs and expenses:

Cost of service and operations and products . ...... 172,898 91,053 10,919 —

Selling and marketing. . .. ................ ... 54,711 39,119 4,166 —

General and administrative expenses including non-

cash compensation charges . ................ 26,794 15,973 7,959 1,949

Depreciation and amortization ................ 51,571 24,348 3,134 —
Total costs and €Xpenses . . .. ... 305,974 170,493 26,178 1,949
Operating 1oss ... ... ... . ... $ (85,169) $ (76,920) $(16,895) $(1,949)
Net loss applicable to common stockholders . . . ... ... $(117,387) $(107,655) $(46,639) $(1,987)
Basic and diluted net loss per share of common stock(1) .. $ (1.45) $§ (1.53) $ (1.18) $ (0.05)
Pro forma basic and diluted net loss per share of

commonstock(2). ... ... L o (0.84)

' As of December 31,
2002 2001 2000 1999
(In Thousands)

Balance Sheet Data:
Cash and cash equivalents . . . ... ... ... ... .... $ 73,481 $ 124,744 $147,706 $23,959
Restrictedcash. . .................. P 2,408 5,183 105,000 —_
Property and equipment and construction in progress. . . 283,705 277,986 119,872 4,086
Total assets . .................... e 538,221 588,430 406,095 30,191
Long-termdebt(3) ......... ... . ... ... ...... 457,721 399,699 258,446 5,812
Total liabilities . . .. ...... .. .. ... ... ... . ... .. 516,612 449922 282,348 11,955
Total stockholders’ equity . .. ................... 21,609 138,508 123,177 15,478

(1) Basic and diluted net loss per share of common stock is computed by dividing net loss by the we1ghted
average number of common shares outstanding.

(2) Pro forma basic and diluted net loss per share of common stock is computed by dividing net loss by the
weighted average number of common shares outstanding after giving effect to the conversion of preferred
stock into common stock upon the initial public offering on a two-for-one basis and the exercise of warrants to
purchase 4,978,150 shares of common stock which were issued in connection with the 12% senior subordinated
note.

(3) Includes current maturities for all periods presented. Long-term debt at December 31, 2002 was approximately
$457.7 million, but on February 26, 2003, Operating Company consummated its private placement exchange of
$48.2 million aggregate principal amount of its new 14% senior discount notes due May 15, 2010 and
$9.6 million in cash for $192.7 million aggregate principal amount of its outstanding 14% senior subordinated
discount notes due April 15, 2010, thus reducing our long-term debt outstanding. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources”
and Note 19 to the Consolidated Financial Statements.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with the consolidated financial
statements and the related notes included elsewhere in this Annual Report on Form 10-K. The
discussion contains forward-looking statements that involve risks and uncertainties. OQur actual results
could differ materially from the results contemplated in these forward-looking statements as a result of
factors including, but not limited to, those under “Item 1. Business—Risk Factors” and “—Liquidity
and Capital Resources—Factors That May Affect Operating Results and Liquidity.”

Overview

In October 1998, UbiquiTel L.L.C., a limited liability company whose sole member was The Walter
Group, entered into a management agreement with Sprint PCS whereby it became the PCS affiliate of
Sprint with the exclusive right to provide 100% digital, 100% PCS services under the Sprint and Sprint
PCS brand names in the Reno/Tahoe market. In November 1999, UbiquiTel L.L.C. assigned the
management and related agreements to UbiquiTel Inc. UbiquiTel L.L.C. had no operations or financial
transactions prior to the assignment of these agreements to UbiquiTel. In December 1999, we expanded
our management agreement with Sprint PCS to include additional markets in the western and
midwestern United States for markets under the agreement with a total of 7.7 million residents.

Until June 30, 2000, we were a development-stage company with very limited operations and
revenues, significant losses and substantial capital requirements. In April 2000, we acquired Sprint PCS’
Spokane, Washington PCS network and related assets for $35.5 million in cash. We completed our
initial public offering of common stock in 2000 in which we sold 13,280,000 shares for gross proceeds of
approximately $106.2 million. We launched our markets during the period November 2000 through
June 2001.

In February 2001, we entered into a merger agreement to acquire another PCS affiliate of Sprint,
VIA Wireless LLC, the exclusive Sprint PCS provider to the central valley of California market. We
completed the mergers and related transactions in August 2001, issuing 16.4 million shares of common
stock to the former VIA Wireless owners, assuming approximately $80.1 million of debt and incurring
transaction costs of approximately $10.7 million. In October 2001, we sold VIA Wireless’ California
PCS licenses to VoiceStream Wireless for $50.0 million in cash, resulting in net debt assumed in the
VIA Wireless acquisition of $30.1 million. Concurrently with the acquisition, we amended our Sprint
PCS management agreement to include the central valley of California market with a total of
3.4 million residents, bringing our licensed resident population under the agreement to approximately
11.1 million.

As of December 31, 2002, we had approximately 257,000 subscribers. As of December 31, 2002,
our network covered approximately 7.8 million residents which represents approximately 70% of the
licensed population in our markets.

From our inception on September 29, 1999 through December 31, 2002, we have incurred losses of
approximately $273.7 million. We expect to continue to incur net losses through at least 2005. From our
inception through December 31, 2002, we have used approximately $350.6 million in cash for operating
activities and capital expenditures, exclusive of approximately $79.6 million worth of network equipment
acquired as part of the Spokane market and VIA Wireless purchases. We also expect to continue to use
cash for operating activities and capital expenditures through at least 2003. At December 31, 2002, we
had approximately $75.9 million of cash, cash equivalents and restricted cash and an unused revolving
line of credit of approximately $55.0 million. As described in Note 19 to our Consolidated Financial
Statements included herein, our revolving line of credit was permanently reduced to $50.0 million on
February 26, 2003. We believe we have sufficient cash and cash equivalents to fund capital
expenditures, including the completion of our build-out, working capital requirements and operating
losses until we generate positive cash flow.
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As a PCS affiliate of Sprint, we do not own the licenses to operate our network and instead pay
Sprint PCS for the use of its licenses. Under our management agreement with Sprint PCS, Sprint PCS
is entitled to receive 8.0% of all collected revenue from Sprint PCS subscribers based in our markets
and fees from wireless service providers other than Sprint PCS when their subscribers roam into our
network. We are entitled to 100% of revenues collected from the sale of handsets and accessories from
our stores and on roaming revenues received when Sprint PCS customers from a different territory
make a wireless call on our PCS network. We are responsible for building, owning and managing the
PCS network located in our markets under the Sprint and Sprint PCS brand names. Our results of
operations are dependent on Sprint PCS’ network and, to a lesser extent, on the networks of other PCS
affiliates of Sprint.

As a PCS affiliate of Sprint, we purchase a full suite of support services from Sprint PCS. We have
access to these services during the term of our management agreement unless Sprint PCS provides us
at least nine months’ advance notice of its intention to terminate any particular service. We are
purchasing customer billing and collections, customer care, subscriber activation including credit
verification, handset logistics, network operations control center monitoring, national platform
interconnectivity, voice mail, directory assistance and operator services, long distance and roaming
clearinghouse services. If Sprint PCS significantly increases the amount it charges us for any of these
services or requires us to purchase additional services, our operating expenses will increase and our
operating income and available cash would be reduced. If Sprint PCS terminates any of these services,
our operations may be interrupted or restricted. .

Critical Accounting Policies

We rely on the use of estimates and make assumptions that impact our financial condition and
results. These estimates and assumptions are based on historical results and trends as well as our
forecasts as to how these might change in the future. Some of the most critical accounting policies that
might materially impact our results include:

Revenue Recognition:

We recognize revenues when services have been rendered or products have been delivered, the
price to the buyer is fixed and determinable, and collectibility is reasonably assured. We record service
revenues, consisting of subscriber revenues, Sprint PCS travel revenues and non-Sprint PCS roaming
revenues, and equipment revenues consisting of sales of handsets and accessories. Subscriber revenues
consist of monthly recurring service charges and monthly non-recurring charges for local, long distance,
travel and roaming airtime usage in excess of the pre-subscribed usage plan received from our
subscribers, and cancellation and late fee revenues less reductions for billing adjustments and credits.
Our revenue recognition policies are consistent with the guidance in Staff Accounting Bulletin No. 101,
“Revenue Recognition in Financial Statements,” promulgated by the Securities and Exchange
Commission.

We recognize service revenue from our subscribers as they use the service. We pro-rate access
revenue over the billing period and record airtime usage in excess of the pre-subscribed usage plan.
Our subscribers pay an activation fee to us when they initiate service. We defer activation fee revenue
and direct customer activation costs on a straight-line basis over the average life of our subscribers,
which is estimated to be 30 months. Direct customer activation costs in excess of activation fee revenue
are recognized immediately. For the years ended December 31, 2002, 2001 and 2000, we recognized
approximately $3.0 million, $0.6 million and $24,000, respectively, of activation fee revenue. We have
deferred approximately $6.4 million and $3.5 million of activation fee revenue and related costs as of
December 31, 2002 and 2001, respectively, to future periods.
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We record Sprint PCS travel revenue on a per-minute rate when a Sprint PCS subscriber based
outside our markets uses our network. We earned approximately $54.9 million, $31.6 million and
$3.0 million of Sprint PCS travel revenue for the years ended December 31, 2002, 2001 and 2000,
respectively. We record non-Sprint PCS roaming revenue when a non-Sprint PCS subscriber uses our
network. We earned approximately $6.4 million, $1.0 million and $0.2 million of non-Sprint PCS
roaming revenue for the years ended December 31, 2002, 2001 and 2000, respectively.

Equipment revenue consists of proceeds from sales of handsets and accessories which are recorded
at the time of sale. Revenues from sales of handsets and accessories represent a separate earnings
process from service revenues because sales of handsets and accessories do not require customers to
subscribe to wireless services. We account for rebates, discounts and other sales incentives as a
reduction to revenue.

We participate in the Sprint national and regional distribution programs in which national retailers
such as Radio Shack, Best Buy and Circuit City sell Sprint PCS products and services. In order to
facilitate the sale of Sprint PCS products and services, national retailers purchase wireless handsets
from Sprint for resale and receive compensation from Sprint for Sprint PCS products and services sold.
For industry competitive reasons, Sprint subsidizes the price of these handsets by selling the handsets at
a price below cost. Under our Sprint PCS agreements, when a national retailer sells a handset
purchased from Sprint to a subscriber in our markets, we are obligated to reimburse Sprint for the
handset subsidy. We do not receive any revenues from sales of handsets and accessories by national
retailers. For a new subscriber activation and a handset upgrade to an existing subscriber, we include
these handset subsidy charges in cost of products sold in the consolidated statements of operations.
Handset subsidy charges included in cost of products sold for the years ended December 31, 2002, 2001
and 2000 were $10.8 million, $7.2 million and $0, respectively.

Revenue and Cost Data Provided by Sprint PCS:

We place substantial reliance on the timeliness, accuracy and suffiency of certain revenue, accounts
receivable and cost data provided by Sprint which we use in the preparation of our financial statements
and financial disclosures. The data provided by Sprint is the primary source for our recognition of
service revenue and a significant portion of our selling and marketing and cost of service and
operations expenses. At times, we have been invoiced by Sprint for charges that we believe to be
contractually incorrect. We review all charges from Sprint and dispute certain of these charges based
upon our interpretation of our agreements with Sprint PCS and are attempting to work with Sprint to
improve the process. When Sprint does not notify us timely for charges that we have incurred or when
we are invoiced for charges that we believe to be incorrect, we record estimates primarily based on our
historical trends and our estimate for the amount which we believe we will remit to Sprint after the
disputed item or items have been settled.

Valuation of Accounts Receivable and Inventories:

Reserve for Doubtful Accounts—Estimates are used in determining our allowance for bad debt
and are based both on our historical collection experience, current trends and credit policy and on a
percentage of our accounts receivables by aging category. In determining these percentages, we look at
historical write-offs of our receivables and our history is limited. We also look at current trends in the
credit quality of our customer base and changes in the credit policies. Under the Sprint PCS service
plans, customers who do not meet certain credit criteria can nevertheless select any plan offered subject
to an account spending limit, referred to as ASL, to control credit exposure. Account spending limits
range from $125 to $200 depending on the credit quality of the customer. Prior to May 2001, all of
these customers were required to make a deposit ranging from $125 to $200 that could be credited
against future billings. During the period from May 2001 to February 2002, the deposit requirement
was eliminated on all credit classes (“NDASL”). We re-implemented deposit requirements for all new
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sub-prime credit quality subscribers on the Clear Pay program in late February 2002. If these estimates
are insufficient for any reason, our operating income and available cash would be reduced.

Reserve for Obsolete/Excess Inventory—We record a reserve for obsolete or excess handset and
accessories inventory for models and accessories that are no longer manufactured, for defective models
and accessories that have been returned by customers and a percentage of second generation handsets
and accessories. With the launch of our third generation (“1XRTT”) network in the third quarter of
2002, we have discontinued purchasing second generation handsets and accessories. If we do not
deplete the inventory that is not capable of providing 1XRTT services, we may have to increase our
reserve for any remaining obsolete or excess inventory due to obsolescence. If the estimate of obsolete
inventory is understated, our operating income would be reduced.

Long-Lived Assets and Goodwill:

Effective January 1, 2002, we adopted Statement of Financial Accounting Standards (“SFAS”)
No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” (“SFAS No. 144”), and
SFAS No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 142”). SFAS No. 144 requires that
long-lived assets be reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. Recoverability is assessed based on the future
cash flows expected to result from the use of the asset and its eventual disposition. If the sum of the
undiscounted cash flows is less than the carrying value of the asset, an impairment loss is recognized.
Any impairment loss, if indicated, is measured as the amount by which the carrying amount of the asset
exceeds the fair value of the asset. SFAS No. 142 requires that goodwill and certain intangible assets
resulting from business combinations entered into prior to June 30, 2001 no longer be amortized, but
instead be reviewed for recoverability, and that annual tests for impairment of goodwill and intangible
assets that have indefinite useful lives be performed. SFAS No. 142 also requires interim tests when an
event has occurred that more likely than not has reduced the fair value of such assets. The adoption of
SFAS No. 142 reduced the amortization of goodwill by approximately $0.6 million for the twelve
months ended December 31, 2002. We will assess on an annual basis the fair values of the reporting
unit housing the goodwill and intangibles and, if necessary, assess on an annual basis for any
impairment. Any write-offs would result in a charge to earnings and a reduction in equity in the period
taken. As of October 31, 2002, we completed our annual impairment review and determined that no
impairment charge was required.

Purchase price accounting requires extensive use of accounting estimates and judgments to allocate
the purchase price to the fair market value of the assets and liabilities purchased. In our recording of
the purchase of VIA Wireless, we engaged a nationally recognized valuation expert to assist us in
determining the fair value of these assets and liabilities. Included in the asset valuation for this
purchase was the valuation of three intangible assets: the VIA Wireless subscriber base, the right to be
the exclusive provider of Sprint PCS services in the markets in which VIA Wireless operated and the
California PCS licenses subsequently sold to VoiceStream Wireless. For the subscriber base a useful life
of 20 months has been assigned effective April 1, 2002, For the period from the date of acquisition
(August 13, 2001) to March 31, 2002, the subscriber base was amortized using a useful life of
36 months. For the right to provide service under the Sprint PCS management agreement, a useful life
of 18 years has been assigned. In April 2000, we acquired the Spokane, Washington market from Sprint
PCS. Included in the asset valuation for this purchase was the Sprint PCS customer base for this
market. For the subscriber base a useful life of 33 months has been assigned effective April 1, 2002.
For the period from the date of acquisition in April 2000 to March 31, 2002, the subscriber base was
amortized using a useful life of 60 months. Each intangible asset will be amortized over its respective
estimated useful life.
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Income Taxes:

As part of the process of preparing our consolidated financial statements, we are required to
estimate our taxes in each of the jurisdictions of operation. This process involves management
estimating the actual current tax expense together with assessing temporary differences resulting from
differing treatment of items for tax and accounting purposes. These differences result in deferred tax
assets and liabilities, which are included within the consolidated balance sheets. We then must assess
the likelihood that the deferred tax assets will be recovered from future taxable income and, to the
extent recovery is not likely, we must establish a valuation allowance. Future taxable income depends
on the ability to generate income in excess of allowable deductions. To the extent we establish a
valuation allowance or increase this allowance in a period, an expense is recorded within the tax
provision in the consolidated statement of operations. Significant management judgment is required in
determining the provision for income taxes, deferred tax assets and liabilities and any valuation
allowance recorded against net deferred tax assets. In the event that actual results differ from these
estimates or we adjust these estimates in future periods, we may need to establish a valuation
allowance that could materially impact our financial condition and results of operations.

New Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation
No. 46, “Consolidation of Variable Interest Entities—An Interpretation of Accounting Research
Bulletin (ARB) No. 51” (“FIN 467). This interpretation clarifies how to identify variable interest
entities and how a company should assess its interests in a variable interest entity to decide whether to
consolidate the entity. FIN 46 applies to variable interest entities created after January 31, 2003, in
which a company obtains an interest after that date. Also, FIN 46 applies in the first fiscal quarter or
interim period beginning after June 15, 2003, to variable interest entities in which a company holds a
variable interest that it acquired before February 1, 2003. We do not have any ownership in variable
interest entities. '

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation—
Transition and Disclosure—an amendment of FASB Statement No. 123” (“SFAS No. 148”). This
Statement provides alternative methods of transition for a voluntary change to the fair value-based
method of accounting for stock-based employee compensation from the intrinsic value-based method of
accounting prescribed by Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock
Issued to Employees” (“APB No. 25”). In addition, this Statement amends the disclosure requirements
of SFAS No. 123, “Accounting for Stock-Based Compensation” (“SFAS No. 123”), to require prominent
disclosures in both annual and interim financial statements about the method of accounting for stock-
based employee compensation and the effect of the method used on reported results. As permitted by
SFAS No. 148, we will continue to account for our stock-based compensation in accordance with APB
No. 25, and our adoption of SFAS No. 148 requires us to provide prominent disclosures about the
effects of SFAS No. 123 on reported income in our interim financial statements.

In November 2002, the FASB issued FASB Interpretation No. 45, “Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.”
This interpretation expands the disclosures to be made by a guarantor about its obligations under
certain guarantees and requires that, at the inception of a guarantee, a guarantor recognize a liability
for the fair value of the obligation undertaken in issuing the guarantee. The disclosure requirements
are effective immediately. As disclosed in Note 15 to the Consolidated Financial Statements, UbiquiTel
has fully and unconditionally guaranteed Operating Company’s obligations under its 14% senior
subordinated discount notes. The initial recognition and measurement provisions of this interpretation
are effective for guarantees issued or modified after December 31, 2002. We do not expect the
adoption of the initial recognition and measurement provisions of this interpretation to have a material
effect on our financial position, results of operations or cash flows.
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In November 2002, the Emerging Issues Task Force (“EITF”) issued EITF Issue No. 02-16,
“Accounting by a Customer (Including a Reseller) for Certain Consideration Received from a Vendor”
(“EITF 02-16). Among other items, EITF 02-16 requires that consideration received from a vendor be
presumed to be a reduction of the cost of the vendor’s products or services. This presumption can be
overcome if the consideration can be shown to represent either a payment for assets or services
delivered to the vendor or a reimbursement of costs incurred by the reseller to sell the vendor’s
products. This treatment is effective for arrangements entered into or modified on or after January 1,
2003. We have not yet determined the impact this issue will have on our financial position, results of
operations or cash flows.

In November 2002, the EITF issued EITF Issue No. 00-21, “Accounting for Multiple-Element
Revenue Arrangements” (“EITF 00-217). EITF 00-21 addresses the determination of whether an
arrangement involving more than one deliverable contains more than one unit of accounting and how
the related revenues should be measured and allocated to the separate units of accounting, i.e., the
delivery or performance of multiple products, services, and/or rights to use assets. In applying this
guidance, separate contracts with the same party, entered into at or near the same time, will be
presumed to be a package, and the consideration will be measured and allocated to the separate units
based on their relative fair values. EITF 00-21 will apply to revenue arrangements entered into after
June 30, 2003; however, upon adoption, the EITF allows the guidance to be applied on a retroactive
basis, with the change, if any, reported as a cumulative effect of accounting change in the consolidated
statements of operations. We will adopt this new accounting guidance effective July 1, 2003 and have
not yet determined the impact this issue will have on our financial position, results of operations or
cash flows.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or
Disposal Activities” (“SFAS No. 146”). SFAS No. 146 provides new guidance on the recognition of
costs associated with exit or disposal activities. The Statement requires companies to recognize costs
associated with exit or disposal activities when they are incurred rather than at the date of commitment
to an exit or disposal plan. SFAS No. 146 supercedes previous accounting guidance provided by EITF
Issue No. 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to
Exit an Activity (including Certain Costs Incurred in a Restructuring)” (“EITF 94-3”). EITF 94-3
" required recognition of costs at the date of commitment to an exit or disposal plan. SFAS No. 146 is to
be applied prospectively to exit or disposal activities initiated after December 31, 2002. QOur adoption of
SFAS No. 146 is not expected to have a material impact on our financial position, results of operations
or cash flows as we have not recorded any significant restructuring charges in past periods, but the
adoption may impact the timing of charges in future periods.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections” (“SFAS No. 145”). Among other
things, this Statement rescinds FASB Statement No. 4, “Reporting Gains and Losses from
Extinguishment of Debt,” which required all gains and losses from extinguishment of debt to be
aggregated and, if material, classified as an extraordinary item, net of related income tax effect. As a
result, the criteria in APB Opinion No. 30, “Reporting the Results of Operations—Reporting the
Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions,” will now be used to classify those gains and losses. Qur adoption of SFAS
No. 145 on January 1, 2003 is not expected to have a material impact on our financial position, results
of operations or cash flows.

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations”
(“SFAS No. 143”). This Statement requires entities to record the fair value of a liability for an asset
retirement obligation in the period in which it is incurred and capitalize that amount as part of the
book value of the long-lived asset. Over time, the liability is accreted to its present value each period,
and the capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the
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liability, an entity either settles the obligation for its recorded amount or incurs a gain or loss upon
settlement. This Statement is effective for financial statements for fiscal years beginning after June 15,
2002.

Our network is primarily located on leased property and we have certain legal obligations,
principally related to our tower leases, which fall within the scope of SFAS No. 143. These legal
obligations primarily include certain obligations to remediate leased land on which our tower assets are
located. In conjunction with the adoption of SFAS No. 143 effective January 1, 2003, we did not record
asset retirement obligations for network infrastructure assets subject to the provisions of this Statement
as the fair value of the obligations could not reasonably be estimated. We believe that uncertainty as to
the eventual settlement of legal obligations exists due to trends in the wireless communications industry
such as the rapid growth in minutes of use on wireless networks, increasing subscriber penetration and
deployment of next generation technologies. Therefore, these factors increase the probability that third
parties would not contractually enforce their remediation rights, to the extent they are present in our
tower leases, related to the sites. Based on the combination of these industry trends, our limited
obligations to remediate leased sites and our limited experience in remediating property, it is not
probable that any sites will be removed in the foreseeable future and require remediation. Therefore,
sufficient information to estimate a range of potential settlement dates is not available. In accordance
with SFAS No. 143, we will not recognize a liability until such information becomes known.

Results of Operations
Analysis of the years ended December 31, 2002 and 2001

On August 13, 2001, we acquired another PCS affiliate of Sprint, VIA Wireless LLC, the exclusive
Sprint PCS provider to the central valley of California market. The transaction was accounted for as a
purchase and accordingly the operating results of VIA Wireless have been included in the statement of
operations from the date of acquisition. We added approximately 50,500 subscribers as a result of the
acquisition. ’

Terms such as customer additions, churn, average revenue per user and cost per gross addition are
metrics used in the wireless communications industry. None of these terms are measures of financial
performance under generally accepted accounting principles in the United States. _ )

Customer Net Additions

As of December 31, 2002, we provided personal communications services to approximately 257,000
customers, an increase of approximately 78,000 from December 31, 2001. During 2001, we added
112,000 new subscribers, exclusive of approximately 50,500 customers acquired from VIA Wireless in
August 2001. The decrease in net subscribers.acquired was attributable to slowing demand for digital
wireless services from new subscribers, high customer churn and tighter credit policies.

Churn

Churn is the monthly rate of customer turnover expressed as the percentage of customers of the
beginning customer base that both voluntarily and involuntarily discontinued service during the period.
Churn is computed by dividing the number of customers that discontinued service during the month,
net of 30 day returns, by the beginning customer base for the period. Churn for the year ended
December 31, 2002 was approximately.4.2% compared to 3.3% for the year ended December 31, 2001.
The increase in churn was primarily the result of an increase in the amount of former VIA Wireless
and no-deposit Account Spending Limit (“NDASL”) customers whose service was involuntarily
discontinued during the year ended December 31, 2002 as compared to December 31, 2001.
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Average Revenue Per User (ARPU)

Average revenue per user (ARPU) summarizes the average monthly service revenue per customer,
excluding roaming revenue. ARPU is computed by dividing subscriber revenue by the average
subscribers for the period. During the years. ended December 31, 2002 and 2001, our ARPU was
approximately $58 and $59, respectively. The decrease in ARPU was primarily due to customers
acquired from VIA Wireless in August 2001 who incurred billed air overages and whose service was
involuntarily discontinued during 2002.

Cost Per Gross Addition (CPGA)

Cost per gross addition (CPGA) summarizes the average cost to acquire new customers during the
period. CPGA is computed by adding the income statement components of selling and marketing and
the cost of products sold, and reducing that amount by the equipment revenue recorded. That net
amount is then divided by the gross customers acquired during the period. CPGA was approximately
$444 for the year ended December 31,-2002 compared to approximately $400 for the year ended
December 31, 2001. The increase in CPGA primarily resulted from an increase in handset subsidies
and handset upgrade costs and an increase in our commission payments for prime credit class
customers that were recorded during the year ended December 31, 2002 as compared to the year
ended December 31, 2001, offset by an increase in gross additions for the year ended December 31,
2002 as compared to December 31, 2001, which reduced fixed costs on a per add basis.

Revenues

» Subscriber Revenue. Subscriber revenue during the years ended December 31, 2002 and 2001 was
approximately $151.2 million and $52.1 million, respectively. Subscriber revenue consists of
monthly recurring service charges and monthly non-recurring charges for local, long distance,
travel and roaming airtime usage in excess of the pre-subscribed usage plan received from our
subscribers and cancellation and late fee revenues less reductions for billing adjustments and
billing corrections. Our customers’ charges are dependent on their rate plans, based on the
number of minutes and data usage included in their plans. These plans generally reflect the
terms of national plans offered by Sprint PCS. The increase in subscriber revenue was primarily
attributable to the increase in our subscriber base.

* Sprint PCS Travel Revenue. Travel revenue is generated on a per-minute rate when a Sprint PCS
subscriber based outside our markets uses our network. An additional long distance rate per
minute is generated when that customer initiates a call from our network to call outside the
local calling area. The travel rate was $0.20 per minute of use from January 1, 2001 through
June 1, 2001, when it was reduced to $0.15 per minute of use. Beginning October 1, 2001 and
continuing through December 31, 2001, the rate was $0.12 per minute of use, for an average
rate for the year ended December 31, 2001 of $0.16 per minute based on total 2001 travel
minutes. For 2002, the rate was reduced to $0.10 per minute. For 2003, Sprint PCS reduced the
rate to $0.058 per minute. The long distance rate per minute for 2002 and 2001 was
approximately $0.02 per minute and $0.06 per minute, respectively.

During the year ended December 31, 2002, our network captured approximately 484.3 million of
system travel minutes with approximately 67% of those minutes generating long distance charges
which resulted in approximately $54.9 million in travel revenue. During the year ended
December 31, 2001, our network captured approximately 162.8 million of system travel minutes
with approximately 64% of those minutes generating long distance charges which resulted in
approximately $31.6 million in travel revenue. The increase in travel and long distance minutes
of use represented $63.2 million of travel revenue, offset by a $27.0 million reduction to travel
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revenue due to the decrease in the reciprocal Sprint PCS travel rate and a $12.9 million
reduction of long distance rate per minute.

* Non-Sprint PCS Roaming Revenue. Non-Sprint PCS roaming revenue is generated when a
non-Sprint PCS subscriber uses our portion of the Sprint PCS network. We earned
approximately $6.4 million in non-Sprint PCS roaming revenue during the year ended
December 31, 2002 compared to approximately $1.0 million during the year ended December 31,
2001. Non-Sprint PCS roaming minutes increased from 2.6 million during the year ended
December 31, 2001 to 36.1 million during the year ended December 31, 2002. The increase in
roaming minutes represented a $13.4 million increase in revenue, and the decrease in the
average non-Sprint PCS roaming revenue rate we receive from other carriers represented an
$8.0 million reduction of roaming revenue.

» Equipment Revenue. Equipment revenue is generated from the sales of handsets and accessories
and is recorded at the time of sale. We record and retain 100% of the revenue from sales of
handsets and accessories, net of rebates, discounts and other sales incentives, as equipment
revenue. The amounts recorded during the years ended December 31, 2002 and 2001 from
equipment revenue totaled approximately $8.3 million and $8.9 million, respectively, and the
decrease was primarily due to an increase in equipment promotions and discounts in order to
acquire more customers, offset by an increase in gross additions.

Cost of Service and Operations

* Network Operations Expenses. Network operations expenses include radio communications site
lease costs, utilities, network control maintenance, network control site leases, engineering
personnel, transport facilities and interconnect charges, and totaled approximately $66.3 million
during the year ended December 31, 2002 compared to approximately $37.8 million during the
year ended December 31, 2001. The increase in network operations expenses was attributable to
a full year of results for the former VIA Wireless market and several of the original markets
that launched service during the first half of 2001.

» Sprint PCS Travel Expense. We pay Sprint PCS travel fees on a per-minute rate when our
customers use the Sprint PCS network outside our markets and incur additional long distance
fees when our customer calls long distance originating in a Sprint PCS or PCS affiliate of Sprint
territory. During the year ended December 31, 2002, our customers generated approximately
249.8 million of travel minutes with approximately 67% of those minutes generating long
distance charges which resulted in approximately $27.9 million in travel fees. During the year
ended December 31, 2001, our customers generated approximately 58.6 million of travel minutes
with approximately 63% of those minutes generating long distance charges which resulted in
approximately $10.7 million in travel fees. The increase in travel expense was attributable to the
191.2 million minutes of use increase from the year ended December 31, 2001 to the year ended
December 31, 2002, which accounted for $35.5 million in additional expense, offset by a positive
variance of $10.7 million resulting from the changes in the reciprocal rate received from Sprint
PCS, and $7.6 million attributable to the reduction of the long distance rate per minute. As
discussed above, the per minute rate we pay Sprint PCS when customers from our markets roam
onto Sprint PCS’ or another Sprint PCS affiliate’s network and the long distance rate per minute
of use both decreased in 2002 as compared to 2001 and decreased again in 2003 to $0.058 per
minute. For 2003, we expect an increase in travel fees resulting from increasing subscriber levels
in our markets to be partially offset by the lower per minute travel and long distance rates paid
to Sprint PCS.

* Non-Sprint PCS Roaming Expense. We pay roaming fees to other wireless providers when our
customers use their network. During the year ended December 31, 2002, our customers
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generated approximately 7.9 million of roaming minutes resulting in approximately $3.2 million
in roaming fees. During the year ended December 31, 2001, our customers generated
approximately 3.9 million of roaming minutes resulting in approximately $2.3 million in roaming
fees. The increase in roaming expense was attributable to the 4.0 million minutes of use increase
from the year ended December 31, 2001 to the year ended December 31, 2002, which accounted
for $2.3 million in additional expense, offset by a positive variance of $1.4 million representing a
reduction of roaming expense due to a decrease in the average non-Sprint PCS roaming revenue
rate paid to other carriers.

* Bad Debt Expense. Bad debt expense during the years ended December 31, 2002 and 2001 was
approximately $21.5 million and $6.9 million, respectively. The increase in bad debt expense was
primarily attributable to expense from sub-prime credit quality customers on the NDASL
program that was in effect from May 2001 through late February 2002 and customers acquired
from VIA Wireless in August 2001.

* Operating Expenses. Operating expenses during the years ended December 31, 2002 and 2001
were approximately $17.5 million and $7.7 million, respectively. Operating expenses included fees
we paid to Sprint PCS for the use of their support services, including billing and collections
services and customer care. The increase in operating expenses was primarily attributable to the
increase in our subscriber base, in addition to increases in fees charged by Sprint for their
services.

Cost of Products Sold

. The cost of products sold included the costs of handsets and accessories and totaled approximately
$36.5 million and $25.6 million during the years ended December 31, 2002 and 2001, respectively. The
cost of handsets exceeds the retail sales price because we subsidize the cost of handsets, consistent with
industry practice. The increase in cost of products sold was primarily attributable to the increase in
gross sales and inventory reserves that were recorded during 2002. Handset subsidies on units sold by
third parties totaled approximately $10.8 million and $7.2 million for the years ended December 31,
2002 and 2001, respectively.

Selling and Marketing

Selling and marketing expenses relate to our distribution channels, sales representatives, sales
support personnel, retail stores, advertising programs and commissions. We incurred expenses of
approximately $54.7 million and $39.1 million during the years ended December 31, 2002 and 2001,
respectively. The increase in selling and marketing expenses was primarily attributable to an increase in
gross customer additions.

General and Administrative

We incurred general and administrative expenses (excluding non-cash expenses) totaling
approximately $26.4 million and $15.6 million during the years ended December 31, 2002 and 2001,
respectively. General and administrative expenses included approximately $11.0 million and $4.1 million
of management fee expense (defined as 8% of collected revenues) paid to Sprint PCS during the years
ended December 31, 2002 and 2001, respectively. The increase in general and administrative expenses
was primarily due to the increase in management fee expense resulting from the increase in our
subscriber base and to the increase in compensation and benefits related to the growth in the number
of our employees.
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Non-Cash Compensation for General and Administrative Matters

During the years ended December 31, 2002 and 2001, non-cash compensation for general and
administrative matters totaled approximately $0.4 million and $0.4 million, respectively. We apply the
provisions of APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and related
interpretations in accounting for our equity incentive plan. Unearned stock option compensation is
recorded for the difference between the exercise price and the fair market value of our stock at the
date of grant and is recognized as non-cash stock option compensation expense in the period in which
the related services are rendered.

Depreciation and Amortization

Depreciation and amortization expense for the years ended December 31, 2002 and 2001 totaled
approximately $51.6 million and $24.3 million, respectively. We depreciate our property and equipment
using the straight-line method over four to 10 years. A building acquired as part of the VIA Wireless
acquisition is being depreciated using the straight-line method over 30 years. Amortization of intangible
assets with finite useful lives is over 20 months to 18 years. The increase in depreciation and
amortization expense was primarily due to a full year of expense for the assets acquired from VIA
Wireless and the majority of network assets that were placed into service during the first half of 2001.

Interest Income

For the years ended December 31, 2002 and 2001, interest income was approximately $1.6 million
and $8.9 million, respectively. The interest income was generated from cash, cash equivalents and
restricted cash balances. The decrease in interest income was primarily due to lower levels of cash, cash
equivalents and restricted cash combined with lower interest rates during the year ended December 31,
2002 than during the year ended December 31, 2001.

Interest Expense

Interest expense totaled approximately $46.0 million during the year ended December 31, 2002. We
accrued interest at a rate of 14% per annum on our senior subordinated discount notes. Interest on our
senior credit facility was accrued at the London interbank offered rate based on contracts ranging from
30 to 180 days. Interest expense also included the amortized amount of deferred financing fees relating
to our senior credit facility and senior subordinated discount notes. During the year ended
December 31, 2001, interest expense was approximately $39.0 million. The increase in interest expense
was primarily due to higher debt levels during the year ended December 31, 2002 than during the year
ended December 31, 2001 and an increase in amortization of deferred financing fees.

Income Taxes

For the year ended December 31, 2002, we recognized an income tax benefit of $11.9 million, and
for the year ended December 31, 2001 we recognized an income tax expense of approximately
$0.2 million. Approximately $8.8 million of the tax benefit recorded during the year ended
December 31, 2002 is expected to be monetized in the first half of 2003 as we expect to carryback 2002
net operating losses from our wholly-owned VIA Holding subsidiary to realize a federal income tax
refund for taxes that had been previously paid by one of the acquired VIA Wireless member
companies. The remaining $3.1 million tax benefit that was recorded during the year ended
December 31, 2002 was due to consolidating net operating loss carryforwards that have reduced the net
deferred tax liability on our consolidated balance sheet.
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Net Loss

For the years ended December 31, 2002 and 2001, our net loss was approximately $117.4 million
and $107.7 million, respectively. The increase in net loss of $9.7 million resulted primarily from the
items discussed above.

Analysis of the years ended December 31, 2001 and 2000

Customer Net Additions

As of December 31, 2001, we provided personal communications services to approximately 179,000
customers compared to approximately 16,600 customers as of December 31, 2000. The increase in net
subscribers acquired was attributable to our significant network expansion during the year ended
December 31, 2001 and the acquisition of approximately 50,500 customers from VIA Wireless on
August 13, 2001.

Average Revenue Per User (ARPU)

During the years ended December 31, 2001 and 2000, our ARPU was approximately $59 and $59,
respectively.

Cost Per Gross Addition (CPGA)

CPGA was approximately $400 for the year ended December 31, 2001 compared to approximately
$530 for the year ended December 31, 2000. The decrease in CPGA primarily resulted from the
increase in our gross additions which reduced our fixed costs on a per unit basis.

Revenues

* Subscriber Revenue. Subscriber revenue during the years ended December 31, 2001 and 2000 was
approximately $52.1 million and $5.7 million, respectively. The increase in subscriber revenue
was primarily attributable to the increase in our subscriber base.

* Sprint PCS Tiavel Revenue. During the year ended December 31, 2001, we captured
approximately 162.8 million of system travel minutes with approximately 64% of those minutes
generating long distance charges which resulted in approximately $31.6 million in travel revenue.
During the year ended December 31, 2000, we captured approximately 12.2 million of system
travel minutes with approximately 68% of those minutes generating long distance charges which
resulted in approximately $3.0 million in travel revenue from markets where we had launched
operations. The increase in system minutes was attributable to the significant expansion of our
network build-out and a larger customer base from Sprint PCS and other PCS affiliates of
Sprint.

* Non-Sprint PCS Roaming Revenue. We earned approximately $1.0 million in non-Sprint PCS
roaming revenue during the year ended December 31, 2001 compared to approximately
$0.2 million during the year ended December 31, 2000. The increase in non-Sprint PCS roaming
revenue was attributable to the significant expansion of our network build-out.
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* Equipment Revenue. The amounts recorded during the years ended December 31, 2001 and 2000
for equipment revenue totaled approximately $8.9 million and $0.7 million, respectively, and the
increase was primarily due to an increase in gross sales to new PCS subscribers.

We offer sales incentives to customers based on participation in Sprint PCS nationwide plans or
on some conmpany-specific incentive programs. Some of these incentives result in a reduction of
customer invoices. During the fourth quarter of the year 2000, we adopted the provisions of
EITF Issue No. 00-14, “Accounting for Certain Sales Incentives” (“EITF 00-14”), which calls for
recognition of sales incentives that result in a reduction in or refund of the selling price of a
product as a reduction in revenue. Following the adoption of EITF 00-14 in the fourth quarter
of 2000, we recognized a reduction in revenue of approximately $0.3 million. The reduction was
netted against reported equipment revenue during the year ended December 31, 2000.

Cost of Service and Operations

* Nerwork Operations Expenses. Network operations expenses totaling approximately $37.8 million
were incurred during the year ended December 31, 2001 compared to approximately $6.8 million
during the year ended December 31, 2000. The increase in network operations expenses was
attributable to the significant expansion of our network build-out. '

s Sprint PCS Travel Expense. During the year ended December 31, 2001, our customers generated
approximately 58.6 million of travel minutes with approximately 63% of those minutes
generating long distance charges which resulted in approximately $10.7 million in travel fees.
During the year ended December 31, 2000, our customers generated approximately 4.7 million
of travel minutes with approximately 69% of those minutes generating long distance charges
which resulted in approximately $1.1 million in travel fees. The increase was attributable to the
substantial increase in our customer base.

* Roaming Expense. During the year ended December 31, 2001, our customers generated
approximately 3.9 million of roaming minutes resulting in approximately $2.3 million in roaming
fees. During the year ended December 31, 2000, our customers generated approximately
0.7 million of travel minutes resulting in approximately $0.4 million in roaming fees. The
increase was attributable to the substantial increase in our customer base.

* Bad Debt Expense. Bad debt expense during the years ended December 31, 2001 and 2000 was
approximately $6.9 million and $0.1 million, respectively. The increase in bad debt expense was
primarily attributable to the increase in our subscriber base and the NDASL program that was in
effect from May 2001 through late February 2002 and customers acquired from VIA Wireless in
August 2001.

* Operating Expenses. Operating expenses during the years ended December 31, 2001 and 2000
were approximately $7.7 million and $0.8 million, respectively. The increase in operating
expenses was primarily attributable to the increase in our subscriber base.

Cost of Products Sold

The cost of products sold totaled approximately $25.6 million and $1.7 million during the years
ended December 31, 2001 and 2000, respectively. The increase in cost of products sold was primarily
attributable to the increase in our gross customer additions of approximately 139,000. Handset subsidies
on units sold by third parties totaled approximately $7.2 million and $0 for the years ended
December 31, 2001 and 2000, respectively.
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Selling and Marketing

We incurred selling and marketing expenses of approximately $39.1 million and $4.2 million during
the years ended December 31, 2001 and 2000, respectively. The increase in selling and marketing
expenses was primarily attributable to an increase in gross customer additions of approximately 139,000
while being partially offset by lower CPGA rates.

General and Administrative

We incurred general and administrative expenses (excluding non-cash expenses). totaling
approximately $15.6 million and $7.5 million during the years ended December 31, 2001 and 2000,
respectively. General and administrative expenses included approximately $4.1 million and $0.4 million
of management fee expense (defined as 8% of collected service revenues) paid to Sprint PCS during
the years ended December 31, 2001 and 2000, respectively. The increase in general and administrative
expenses was primarily attributable to increased compensation and benefits related to the growth in the
number of our employees and the increase in management fee expense attributable to the increase in
our subscriber base.

Non-Cash Compensation for General and Administrative Matters

During the years ended December 31, 2001 and 2000, non-cash compensation for general and
administrative matters totaled approximately $0.4 million and $0.5 million, respectively.

Depreciation and Amortization

Depreciation and amortization expense for the years ended December 31, 2001 and 2000 totaled
approximately $24.3 million and $3.1 million, respectively. The increase in depreciation and
amortization expense was primarily due to network assets that were placed into service during the first
half of 2001 and amortization of the Spokane customer list.

Interest Income

For the years ended December 31, 2001 and 2000, interest income was approximately $8.9 million
and $12.9 million, respectively. The interest income was generated from invested cash proceeds
resulting from our private equity sales, our initial public offering, senior subordinated discount notes
and drawings under our senior secured credit facility. The proceeds were invested in short-term liquid
investments. The decrease in interest income was primarily due to lower levels of cash and cash
equivalents and lower interest rates during the year ended December 31, 2001 than during the year
ended December 31, 2000.

Interest Expense

Interest expense totaled approximately $39.0 million during the year ended December 31, 2001.
Interest on our senior credit facility was accrued at the prime rate plus a specified margin until
May 2000 and was subsequently rolled under the reserve adjusted London interbank offered rate, based
on contracts ranging from 30 to 180 days. During the year ended December 31, 2000, interest expense
was approximately $23.8 million. The increase in interest expense was primarily due to higher debt
levels during the year ended December 31, 2001 than during the year ended December 31, 2000.

Net Loss

For the years ended December 31, 2001 and 2000, our net loss was approximately $107.7 million
and $46.6 million, respectively. The increase in net loss of $61.1 million resulted primarily from the
items discussed above.
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Liquidity and Capital Resources

From inception to June 30, 2000, the period during which we were a development-stage company,
our activities consisted principally of raising capital, consummating and supporting our agreements with
Sprint PCS, developing the initial design of our PCS network and adding to our management team.
Through December 31, 2002, we have principally relied on the proceeds from equity and debt
financings, and to a lesser extent revenues, as our primary sources of capital. During late 2001, we
moved from a construction and build-out phase to an operational phase.

Completion of our PCS network required substantial capital, of which approximately $248.3 million
has been incurred through December 31, 2002. Although we have substantially completed our network
coverage build-out, our business could require additional capital expenditures of up to approximately
$30 million annually for maintenance, capacity enhancements and coverage improvements, including up
to approximately $10 miliion in the aggregate to comply with the minimum build-out requirements of
our management agreement with Sprint PCS. Our build-out plan included the installation and/or
acquisition of five switches and approximately 8§26 radio communications sites by the end of 2002. As of
December 31, 2002, we had 34 retail stores in operation in our markets.

As of December 31, 2002, we had approximately $75.9 million in cash, cash equivalents and
restricted cash and an unused revolving line of credit of approximately $55.0 million. As described in
Note 19 to our Consolidated Financial Statements included herein, our revolving line of credit was
permanently reduced to $50.0 million on February 26, 2003. Cash and cash equivalents and cash
availability under our senior secured credit facility, combined with cash flow from operations, are
expected to be sufficient to fund any operating losses and working capital, to meet capital expenditure
needs and to service debt requirements through December 31, 2003 and into the foreseeable future.
Due to a number of factors, including the rapidly changing wireless industry, general economic
uncertainty, lower than expected new subscriber additions, continuing higher rates of customer turnover
than anticipated, the recent change to the reciprocal travel rate with Sprint PCS taking effect in 2003,
and potential changes to the roaming rates, we may generate positive cash flows from operations less
capital expenditures a year or two later than originally projected, which was 2004.

Net cash used by operating activities was approximately $38.8 million and $57.2 million for the
years ended December 31, 2002 and 2001, respectively. Net cash used in operating activities for the
periods was primarily attributable to the operating loss being partly offset by non-cash items and cash
sourced from working capital. ‘

Net cash used in investing activities was approximately $40.2 million for the year ended
December 31, 2002 and net cash provided by investing activities was approximately $3.0 million for the
year ended December 31, 2001. For the year ended December 31, 2002, net cash used in investing
activities consisted of capital expenditures of approximately $43.2 million, offset by a reduction in
restricted cash of approximately $2.8 million and cash received from the sale of equipment of
approximately $0.2 million. For the year ended December 31, 2001, in addition to capital expenditures
of approximately $122.1 million, investing activities included acquisition costs relating to the acquisition
of VIA Wireless and a cash advance to, net of cash acquired from, VIA Wireless of approximately
$24.7 million. Cash provided by investing activities included $99.8 million released from restricted cash
and $50.0 million in proceeds from the sale of VIA Wireless’ California PCS licenses.

Net cash provided by financing activities was approximately $27.7 million and $31.2 million for the
years ended December 31, 2002 and 2001, respectively. For the year ended December 31, 2002, net
cash provided by financing activities consisted primarily of $30.0 million in funding under the senior
secured credit facility, offset by $1.2 million in capital lease and other long-term liabilities payments
and $1.2 million in deferred financing fees in connection with the July 2002 amendment to the senior
secured credit facility. For the year ended December 31, 2001, net cash provided by financing activities
consisted primarily of $110.0 million in funding under the senior secured credit facility, offset by
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approximately $75.5 million in long-term debt repayments. Debt repayments included payments made
under our capital lease obligations, the pay down of the Rural Telephone Finance Cooperative senior
secured credit facility of VIA Wireless, and the pay down of the outstanding Federal Communications
Commission notes for the California PCS licenses assumed in the VIA Wireless acquisition. In
addition, we incurred $2.8 million in deferred financing fees in connection with the increase in our
senior secured credit facility related to the VIA Wireless acquisition.

Liquidity

- At December 31, 2002, we had approximately $75.9 million of cash, cash equivalents and restricted
cash and an unused revolving line of credit of approximately $55.0 million. The availability of the
revolving credit line is subject to continued compliance with restrictive covenants under our senior
secured credit facility; however, there is uncertainty as to our ability to continue to comply with such
covenants prior to generating positive cash flow from operations less capital expenditures. As described
in Note 19 to our Consolidated Financial Statements included herein, our revolving line of credit was
permanently reduced to $50.0 miilion on February 26, 2003. Through 2002, we have used proceeds
from our initial public offering of equity, our senior subordinated discount notes, borrowings from our
senior secured credit facility, and to a lesser extent revenues, to fund capital expenditures, operating
losses, working capital and cash interest needs while we built out our PCS network and acquired
customers. As described in Note 19 to our Consolidated Financial Statements, on February 26, 2003,
we consummated three related transactions that will reduce our total debt by approximately
$146.7 million and cash interest requirements by approximately $9.7 million in 2005 and approximately
$19.3 million annually beginning in 2006, providing cumulative savings of approximately $243.0 million.
We completed a private placement exchange offer of $48.2 million aggregate principal amount of
Operating Company’s new 14% senior discount notes due May 15, 2010 and $9.6 million in cash for
$192.7 million aggregate principal amount of Operating Company’s outstanding senior subordinated
discount notes, and we also completed in a private placement a related new financing of $12.8 million
aggregate principal amount of Operating Company’s Series B senior discount notes due 2008 in which’
we received cash proceeds of $9.6 million to fund the cash portion of the exchange. We issued
detachable warrants with the Series B senior discount notes to purchase approximately 9.6 million
shares of UbiquiTel common stock. In connection with the exchange, UbiquiTel and the senior lenders
under our senior secured credit facility amended the credit facility to gain the lenders’ consent to the
exchange offer, which terms included a $15.0 million partial prepayment against our outstanding
$245.0 million principal balance of term loans and the reduction of the unused $55.0 million revolving
line of credit to $50.0 million as of February 26, 2003. The amendment also required us to fund the
entire cash portion of the exchange offer through the related financing described above. We may from
time to time purchase senior subordinated discount notes that remain outstanding in the open market,
in privately negotiated transactions or otherwise in accordance with applicable law. We believe our
financial position wiil be sufficient to meet the cash requirements of the business including: capital
expenditures, operating losses, cash interest, required amortization of principal under our senior-
secured credit facility and working capital needs. Our projections contain significant assumptions
including projections for gross new customer additions, ARPU, churn, CPGA, bad debt expense and
roaming revenue. Should actual results differ significantly from these assumptions, our liquidity position
could be adversely affected and we could be in a position that would require us to raise additional
capital which may not be available or may not be available on acceptable terms.

 Factors That May Affect Operating Results and Liquidity

In addition to the risk factors included in “Item 1. Business,” the following risk factors could
materially and adversely affect our future operating results and liquidity and could cause actual events
to differ materially from those predicted in forward-looking statements related to our business.
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We may not be able to sustain our growth or obtain sufficient revenue to achieve and sustain
profitability. If the current trend of slower net customer growth continues, it will lengthen the amount
of time it will take for us to attain a sufficient number of customers to generate positive cash flows less
capital expenditures, which in turn will have a negative effect on liquidity and capital resources. For the
year ended December 31, 2002, we used approximately $81.9 million in cash for operating activities and
capital expenditures. Our business projections reflect continuing growth in our subscriber base and a
reduction and eventual elimination of operating losses and negative cash flows as the cash flow
generated by the growing subscriber base exceeds costs incurred to acquire new customers. If we
acquire more new customers than we project, the upfront costs to acquire those customers (including
the handset subsidy, commissions and promotional expenses) may result in greater cash used in the
near term but provide greater cash flows in later periods. In addition, if there is a slowdown in new
subscriber growth in our markets or the wireless industry generally, we may acquire fewer new
customers, which would result in lower cash needs in the near term but provide lower cash flows in
later periods.

We re-instated the deposit requirement for new sub-prime credit customers in late February 2002
in connection with the Sprint PCS Clear Pay program. The re-instatement of deposits had a significant
impact on gross customer additions during the last five weeks of the three months ended March 31,
2002 and during the remainder of 2002. While deposits for Clear Pay customers provide us with
protection against bad debt expense for sub-prime customers, it has and may continue to deter some
people with sub-prime credit from becoming subscribers. As a result, our gross additions may decline.
As of December 31, 2002, 29% of our approximate 257,000 subscribers had a credit rating placing them
in the sub-prime category, of which 15% had deposits. If the deposit requirement for new sub-prime
credit customers continues to deter some potential customers with sub-prime credit from becoming
subscribers, we may acquire fewer new customers, which would result in lower operating losses in the
near term but provide lower cash flows in later periods.

We received notice from Sprint PCS that our reciprocal travel rate changed from $0.10 per minute
in 2002 to $0.058 per minute in 2003, and there can be no assurance that it will not be reduced further
in future years. We are paid a fee from Sprint PCS for every minute that a Sprint PCS subscriber based
outside of our markets uses our network; we refer to such fees as travel revenue. Similarly, we pay a
fee to Sprint for every minute that our customers use the Sprint PCS network outside of our markets;
we refer to such fees as travel expense. Under our original agreement with Sprint PCS, the reciprocal
travel rate exchanged for customers who roam into the other party’s or another PCS affiliate’s network,
was established at $0.20 per minute. The travel rate was reduced from the original $0.20 per minute of
use to $0.15 per minute of use beginning June 1, 2001, and to $0.12 per minute of use beginning
October 1, 2001. The rate was reduced to $0.10 per minute for 2002. With a travel-in to travel-out ratio
of approximately two to one during the year ended December 31, 2002 and an expected continued
favorable net travel position in the next few years, the lower travel rate has increased our operating
losses and could further increase our expected operating losses and reduce our liquidity projections
during the next two or three years. We project that growth in our customer base will result in a ratio of
travel revenue to travel expense approaching one to one in the long-term, minimizing the net earnings
and the operating loss impact of any substantial reduction in the travel rate during those later years.

We place substantial reliance on the timeliness, accuracy and sufficiency of revenue and cost data
and information generated by Sprint for the compilation of our financial statements and other financial
disclosures, including substantial portions of our revenues, expenses and accounts receivable. As part of
our agreements, we outsource several functions to Sprint including billing, customer care, national
network operations support, inventory logistics support, long distance transport and national retailer
sales support. The data provided by Sprint is the primary source for our recognition of service revenue
and a significant portion of our selling and marketing and cost of service and operations expenses. In
certain cases, the data is provided at a level of detail that is not adequate for us to verify for accuracy
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back to the originating source. We rely on Sprint to have designed adequate internal controls with
respect to the processes established to provide this data. Because of this reliance, we are dependent on
Sprint to periodically evaluate the effectiveness of these controls and report any significant deficiencies
and weaknesses in the design or operation of these controls that could have a material impact on our
financial statements and disclosures. Sprint provides an annual evaluation of these contrals to us by
engaging its independent auditors to provide a “Report on Controls Placed in Operation and Tests of
Operating Effectiveness for Affiliates” under guidance provided in Statement of Auditing Standards
No. 70 (“SAS 70”). There can be no assurance that the SAS 70 procedures will identify all weaknesses
that might be material to us. Although we are not presently aware of any material errors affecting us,
errors that are not reconciled on a timely basis by Sprint could cause us to misstate our revenues or
expenses and could result in out-of-period adjustments that may materially adversely affect our
financial results and could have a material adverse effect on our business, financial condition, results of
operations and cash flows. Additionally, if we or any other PCS affiliate of Sprint find significant errors
in information provided by Sprint which causes a restatement of financial statements or otherwise
affects us, investors and the investment community may lose confidence in us. In late February 2003,
iPCS, Inc., a PCS affiliate of Sprint, filed for bankruptcy protection under Chapter 11 of the federal
bankruptcy code and concurrently brought an adversarial action against Sprint alleging, among other
things, that Sprint had failed to remit certain amounts owed to iPCS under its agreements with Sprint.
Should Sprint fail to deliver timely, accurate and sufficient information, this could lead to a greater
degree of uncertainty in our business and financial planning and may lead to adverse short-term
decisions. In addition, the failure of Sprint to remit current or future amounts owing to PCS affiliates
of Sprint, including us, could lead to actions on the part of us or other PCS affiliates of Sprint to
enforce rights under the Sprint agreements and other remedies available under applicable law.

Our ability to borrow funds under our senior secured credit facility’s $50.0 million revolving line of
credit will be restricted unless our cash balance (as defined in the credit facility) is less than
$25.0 million at the time of borrowing and could be terminated due to our failure to maintain or
comply with the restrictive financial and operating covenants contained in the agreement governing the
senior secured credit facility as described in Note 6 to the Consolidated Financial Statements. We are
currently in compliance with all financial and operational covenants relating to the senior secured credit
facility; however, there is uncertainty as to our ability to continue to comply with such covenants prior
to generating positive cash flow from operations less capital expenditures. If we are unable to operate
our business within the covenants specified in the senior secured credit facility, our ability to obtain
future amendments to the covenants in the senior secured credit facility is not guaranteed and our
ability to make borrowings under the revolving line of credit required to operate our business could be
restricted or terminated. Such a restriction or termination would have a material adverse effect on our
liquidity.

Variable interest rates may increase substantially. At December 31, 2002, we had $245.0 million
outstanding under our senior credit facility, which was subsequently reduced to $230.0 million on
February 26, 2003 due to a $15.0 million prepayment described above under “—Liquidity.” The rate of
interest on the facility is presently based on a margin above the London interbank offered rate
(LIBOR). Our weighted average borrowing rate on variable rate borrowings was 6.2% for the year
ended December 31, 2002. Increases in a market interest rate substantially above our estimates may
result in unanticipated cash interest costs.

We may not be able to access the credit markets for additional capital if the liquidity discussed
above is insufficient for the cash needs of our business. We frequently evaluate options for additional
financings to supplement our liquidity position and maintain maximum financial flexibility. However, if
the assumptions used in our projections are incorrect, we may be unable to raise additional capital.
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Capital Resources

The senior subordinated discount notes, the senior discount notes and the Series B senior discount
notes will require cash payments of interest beginning on October 15, 2005.

As of December 31, 2002, our senior secured credit facility provided for a $55.0 million revolving
loan, a term loan A of $120.0 million and a term loan B of $125.0 million. The term loans A and B, all
of which were outstanding as of December 31, 2002, are required to be repaid beginning in June 2004
in fourteen and eighteen consecutive quarterly installments, respectively. The revolving loan and term
loan A will mature in October 2007 and the term loan B will mature in October 2008. As discussed
above under “—Liquidity,” the term loans outstanding have been reduced to $230.0 million and the
revolving line of credit to $50.0 million as of February 26, 2003. The commitment fee on unused
borrowings is 0.75%, payable quarterly. Our obligations under the credit agreement are secured by all
of our assets. The senior secured credit facility is subject to certain restrictive covenants including the
timing of availability for borrowing under the $50.0 million revolving line of credit, maintaining certain
financial ratios, attaining defined subscriber growth goals, network covered population goals and
minimum quarterly service revenues, and limiting annual capital expenditures.

As of December 31, 2002, management believes that we were in compliance with all financial and
operational covenants associated with our senior secured credit facility, senior subordinated discount
notes and the Sprint PCS management agreement.

Reconciliation of non-GAAP financial measures

We utilize certain financial measures that are not calculated in accordance with accounting
principles generally accepted in the United States, or GAAP, to assess our financial performance. A
non-GAAP financial measure is defined as a numerical measure of a company’s financial performance
that (a) excludes amounts, or is subject to adjustments that have the effect of excluding amounts, that
are included in the comparable measure calculated and presented in accordance with GAAP in the
statement of income or statement of cash flows; or (b) includes amounts, or is subject to adjustments
that have the effect of including amounts, that are excluded from the comparable measure so
calculated and presented. The non-GAAP financial measures discussed in “—Results of Operations”
are average revenue per user (ARPU) and cost per gross addition (CPGA). Descriptions of these
non-GAAP financial measures are provided where the particular measures are discussed in “—Results
of Operations—Analysis of the years ended December 31, 2002 and 2001,” and the following tables
reconcile the non-GAAP financial measures with our consolidated financial statements presented in
accordance with GAAP.

Year Ended December 31,

Average revenue per user (ARPU) 2002 2001 2000
SErviCe TEVEMUE . . o v v vt e e et et e e $212,474,000 $ 84,702,000 $ 8,854,000
Less: Travel revenue .. ......................... (54,900,000)  (31,600,000) (3,000,000)
Less: Roaming revenue . .. ...................... (6,400,000)  (1,000,000) (200,000)
Subscriber revenue(1) ... ... . oo $151,174,000 $ 52,102,000 $ 5,654,000
Average subscribers(2) ... ... oo i 217,579 72,953 11,289
ARPU(L) .. e $ 5790 $ 5951 § 58.92

(1) Minor differences from numbers appearing in “—Results of Operations” may exist due to
rounding the numbers in “—Results of Operations” to the nearest $0.1 million.

(2) Average subscribers for the year ended December 31, 2000 was calculated using 8.5 months of
average subscribers due to the April 2000 acquisition of the Spokane, Washington market.
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We believe ARPU, which calculates the average monthly service revenue per customer, excluding
roaming revenue, is a useful measure to assist in forecasting our future subscriber revenue. In addition,
it provides a gauge to compare our service revenue to that of other wireless communications providers,
although other wireless communications providers may include or exclude certain items from their
calculations which may make the comparison less meaningful.

) Year Ended December 31,
Cost per gross addition (CPGA) ‘ 2002 2001 2000
Selling and marketing $54,711,000 $39,119,000 $4,166,000
Add: Cost of products sold 36,531,000 25,620,000 1,693,000
Less: Equipment revenue (8,331,000) (8,871,000)  (429,000)
Less: Selling and marketing adjustment(1) — (93,000) —

CPGA costs $82,911,000‘ $55,775,000  $5,430,000

Gross additions 186,745 139,538 10,253
444 § 400 % 530

(1) The adjustment to selling and marketing expenses for the year ended December 31, 2001
represents selling and marketing costs incurred prior to the launch of a market.

We believe CPGA, which measures the average cost to acquire new customers during the period, is
a useful measure used to compare our average cost to acquire a new subscriber to that of other
wireless communication providers, although other wireless communications providers may include or
exclude certain items from their calculations which may make the comparison less meaningful.

Contractual Obligations

We are obligated to make future payments under various contracts we have entered into, including
amounts pursuant to our senior secured credit facility; noncancelable operating lease agreements for
office space, retail stores, land for radio communications sites, leased space on radio communications
sites and office equipment; capital leases; the VIA Wireless building mortgage and other long-term
liabilities; the senior subordinated discount notes; the senior discount notes; and the Series B senior
discount notes. The following table lists our expected future minimum contractual cash obligations for
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the next five years and in the aggregate, and reflects each of the transactions consummated on
February 26, 2003, which are described below following the table (dollars in thousands):

Payments Due by Period
Years Ending December 31,

Contractual obligation Total 2003 2004 2005 2006 2007  Thereafter
Senior secured credit facility(1) ...... $245,000 $15,000 $§ 7,569 $13,612 $49,990 $56,923 $101,906
Operating leases(2) . .............. 76,488 16,072 16,164 14,551 8915 7,066 13,720
Capital leases . .................. 564 483 81 — — — —
Building mortgage and other long-term

liabilities ..................... 3,653 200 207 222 238 255 2,531
Senior subordinated discount notes(1) . 107,280 — — — — — 107,280
Senior discount notes(1) ........... 48,180 — — — —_ — 48,180
Series B senior discount notes(1) ..... 12,848 — — — — — 12,848

$494,013 $31,755 $24,021 $28,385 $59,143 $64,244 $286,465

(1) Total repayments, excluding interest payments, are based on borrowings outstanding as of
February 26, 2003, and do not include projected borrowings under the senior secured credit
facility.

(2) Does not include payments due under renewals to the original lease term.

There are provisions in each of the agreements governing the senior secured credit facility, the
senior subordinated discount notes, the senior discount notes and the Series B senior discount notes
that provide for an acceleration of repayment upon an event of default, as defined in the respective
agreements.

On February 26, 2003, Operating Company consummated its private placement exchange of
$48.2 million aggregate principal amount of its new 14% senior discount notes due May 15, 2010 and
$9.6 million in cash for $192.7 million aggregate principal amount of its outstanding 14% senior
subordinated discount notes. Additionally, Operating Company consummated a related new financing,
in a private placement offering, of $12.8 million aggregate principal amount of Series B senior discount
notes due 2008 in which Operating Company received cash proceeds of $9.6 million to fund the cash
portion of the exchange. Under the new financing, we issued detachable warrants to purchase
approximately 9.6 million shares of UbiquiTel common stock. We wrote off approximately $2.9 million
in deferred financing fees related to the original issuance of the senior subordinated discount notes,
and we incurred fees and expenses of approximately $3.8 million in connection with the issuance of the
new senior discount notes, which will reduce the gain resulting from the exchange offer, and we
incurred fees and expenses of approximately $0.4 million in connection with the issuance of the
Series B senior discount notes.

Three directors of UbiquiTel or their affiliates participated in the private placement offering for
consideration of approximately $3.3 million, and were issued approximately $4.4 million aggregate
principal amount of Series B senior discount notes and approximately 3.3 million detachable warrants.

As a condition to these transactions, our senior lenders required us to prepay $15.0 million of our
outstanding senior secured credit facility, thereby reducing the outstanding term loans under the senior
secured credit facility to $230.0 million. In addition, the $55.0 million unused revolving line of credit
was permanently reduced by $5.0 million to $50.0 million.

We have followed the provisions of SFAS No. 15, “Accounting by Debtors and Creditors for
Troubled Debt Restructurings” (“SFAS No. 15”), and EITF Issue No. 02-04, “Determining Whether a
Debtor’s Modification or Exchange of Debt Instruments Is Within the Scope of FASB Statement 15,”
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in recording these transactions. These provisions require that the carrying value of the new senior
discount notes be recorded at the total future cash payments (principal and interest) specified by the
notes; therefore, these notes will be classified on our balance sheet as long-term liabilities and were
valued at $81.9 million as of February 26, 2003. As a result, no interest expense related to these notes
will be recognized in future periods. The following table presents the aggregate gain recognized in the
transactions (dollars in thousands):

Principal amount of senior subordinated discount notes as of February 26,

$192,720
Unamortized discount on senior subordinated discount notes (48,214)
Unamortized discount on detachable warrants (7,306)
Unamortized deferred financing costs (2,859)

Carrying value of debt exchanged 134,341
Maximum future cash principal payments for senior discount notes (48.,180)
Maximum future cash interest payments for senior discount notes (33,720)
Cash payments for amount of debt exchanged (9,636)
Direct expenses of exchange transaction (3,781)

Aggregate gain from exchange transaction . $ 39,018

Following the exchange, we will have no interest expense with respect to the new senior discount
notes due to the accounting treatment of the new senior discount notes under the provisions of SFAS
No. 15. As a result of these transactions, we will reduce overall debt by approximately $146.7 million
aggregate principal amount ($113.8 million aggregate accreted value) and cash interest requirements by
approximately $9.7 million in 2005 and approximately $19.3 million beginning in 2006, providing
cumulative savings of approximately $243.0 million. We believe that we will be able to make future
payments on our debt and to fund our operations until we generate positive cash flow. We anticipate
that we will not need to raise additional cash in order to repay the new senior discount notes and the
Series B senior discount notes at their maturity.

Inflation

We believe that inflation has not had, and will not have, a material adverse effect on our results of
operations.

Seasonality

Our business is seasonal because the wireless industry is heavily dependent on fourth quarter
results. Among other things, the industry relies on significantly higher customer additions and handset
sales in the fourth quarter as compared to the other three fiscal quarters. The factors contributing to
this trend include the increasing use of retail distribution, which is dependent on year-end holiday
shopping, the timing of new product and service offerings, competitive pricing pressures and aggressive
marketing and promotions during the holiday season. The increased level of activity requires a greater
use of our available financial resources during this period.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

In the normal course of business, our operations are exposed to interest rate risk on our senior
secured credit facility and any future financing requirements. Our fixed rate debt consisted primarily of
the accreted carrying value of the senior subordinated discount notes ($220.1 million at December 31,
2002). Our variable rate debt consisted of borrowings made under the senior secured credit facility
($245.0 million at December 31, 2002). Our primary interest rate risk exposures related to (i) the
interest rate on long-term borrowings; (ii) our ability to refinance the senior subordinated discount
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notes at maturity at market rates; and (iil) the impact of interest rate movements on our ability to meet
interest expense requirements and financial covenants under our debt instruments.

We may decide, from time to time, to manage the interest rate risk on our outstanding long-term
debt through the use of fixed and variable rate debt and interest rate swaps. While we cannot predict
our ability to refinance existing debt or the impact interest rate movements will have on our existing
debt, we continue to evaluate our interest rate risk on an ongoing basis.

The following table presents the estimated future balances of outstanding long-term debt projected
at the end of each period and future required annual principal payments for each period then ended
based on our projected level of long-term indebtedness and reflects each of the transactions
consummated on February 26, 2003 (dollars in thousands): '

Years ending December 31,

2003 2004 2005 2006 2007
Senior subordinated discount notes . ..... 90,154 103,218 107,280 107,280 107,280
Fixed interestrate . . ... .............. 14.0% 14.0% 14.0% 14.0% 14.0%
Principal repayments . .. .............. — — — — —
Senior secured credit facility ........... 230,000 222,431 208,819 158,829 101,906
Variable interest rate(1). . ............. 6.7% 7.6% 7.6% 7.6% 7.6%
Principal payments . ................. 15,000 7,569 13,612 49,990 56,913
Senior discount notes(2) .............. 48,180 48,180 48,180 = 48,180 48,180
Fixed interestrate . . . ................ 14.0% 14.0% 14.0% 14.0% 14.0%
Principal repayments . .. .............. — — — — —
Series B senior discount notes ... ....... 10,793 12,357 12,848 12,848 12,848
Fixed interestrate . . ... ... ........... 14.0% 14.0% 14.0% 14.0% 14.0%

Principal repayments . .. .............. — — — — —

(1) The interest rate on the senior secured credit facility equals the London interbank offered rate
(LIBOR) plus a weighted-average interest rate of 3.8%. LIBOR is assumed to equal 2.9% for
2003, and 3.8% for years 2004, 2005, 2006 and 2007. A 1.0% increase (decrease) in the variable
interest rate would result in an approximate $2.3 million increase (decrease) in the interest
expense.

(2) The senior discount notes were issued at a discount in February 2003, but we have followed the
provisions of SFAS No. 15, “Accounting by Debtors and Creditors for Troubled Debt
Restructurings,” and EITF Issue No. 02-04, “Determining Whether a Debtor’s Modification or
Exchange of Debt Instruments is Within the Scope of FASB Statement 15.” These provisions
require that the carrying value be recorded at the total future cash payments (principal and
interest). Therefore, the notes will be carried on our balance sheet as long-term liabilities and were
valued at $81.9 million as of February 26, 2003. As a result, no interest expense related to these
notes will be recognized in future periods.

ITEM 8. Financial Statements and Supplementary Data

Reference is made to Item 15 for the financial statements meeting the requirements of
Regulation S-X.
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ITEM 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure

On May 15, 2002, upon the recommendation of the Audit Committee of the board of directors of
UbiquiTel, the board of directors approved the dismissal of Arthur Andersen LLP (“Andersen”) as the
Company’s independent public accountants and the appointment of PricewaterhouseCoopers LLP
(“PwC”) to serve as the Company’s independent public accountants for the fiscal year ending
December 31, 2002. Andersen’s reports on the Company’s consolidated financial statements for the
fiscal years ended December 31, 2001 and 2000 did not contain an adverse opinion or disclaimer of
opinion, nor were they qualified or modified as to uncertainty, audit scope or accounting principles.

During the fiscal years ended December 31, 2001 and 2000 and through the date of Andersen’s
dismissal as the Company’s 1ndependent public accountants on May 15, 2002, there were no
disagreements between Andersen and the Company on any matter of accounting principles or practices,
financial statement disclosure or auditing scope or procedure which, if not resolved to Andersen’s
satisfaction, would have caused it to make reference to the subject matter in connection with its report
on the Company’s consolidated financial statements for such years. There were no reportable events as
listed in Item 304 (a)(1)(v) of Regulatlon S-K.

UbiquiTel provided Andersen with a copy of the foregoing statements in May 2002 and filed as
Exhibit 16 to its Current Report on Form 8-K dated May 15, 2002 a copy of Andersen’s letter, dated
May 15, 2002, stating its agreement with such statements.

During the fiscal years ended December 31, 2001 and 2000 and through the date of PwC’s
appointment as the Company’s independent public accountants on May 15, 2002, the Company did not
consult with PwC with respect to the application of accounting principles to a specified transaction,
either completed or proposed, or the type of audit opinion that might be rendered on the Company’s
consolidated financial statements, or any other matters or reportable events listed in Items 304
(a)(2)(i) and (ii) of Regulation S-K.

82




PART III

ITEM 10. Directors and Executive Officers -

Information concerning our directors is incorporated herein by reference to UbiquiTel’s definitive
proxy statement to be filed within 120 days of our fiscal year end in connection with solicitation of
proxies for our. annual meeting of shareholders. For information concernmg UbiquiTel’s executive
officers, see “Item 1. Business—Executive Officers of the Registrants.”

ITEM 11. Executive Compensation

The information required by this item is incorporated herein by reference to UbiquiTel’s definitive
proxy statement to be filed within 120 days of our fiscal year end in connection with solicitation of.
proxies for our annual meeting of shareholders.

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information required by this item is incorporated herein by reference to UbiquiTel’s definitive
proxy statement to be filed within 120 days of our fiscal year end in connection with solicitation of
proxies for our annual meeting of shareholders.

ITEM 13. Certain Relationships and Related Transactions

The information required by this item is incorporated herein by reference to UbiquiTel’s definitive
proxy statement to be filed within 120 days of our fiscal year end in connection with solicitation of
proxies for our annual meeting of shareholders.

ITEM 14. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of our
disclosure controls and procedures (as defined in the Securities Exchange Act of 1934 Rules 13a-14(c)
and 15d-14(c)) as of an evaluation date within 90 days prior to the filing date of this Annual Report on
Form 10-K. Based on this evaluation, they have concluded that, as of the evaluation date, our ’
disclosure controls and procedures are reasonably designed to alert them on a timely basis to material
information relating to us required to be included in our reports filed or submitted under the Exchange
Act.

We place reliance on Sprint to adequately design its internal controls with respect to the processes
established to provide financial information and other information to us and the other PCS affiliates of
Sprint. To address this issue, Sprint engages its independent auditors to perform a periodic evaluation
of these controls and to provide a “Report on Controls Placed in Operation and Tests of Operating
Effectiveness for Affiliates” under guidance provided in Statement of Auditing Standards No. 70. This
report is provided annually to us.

Changes in Internal Controls

There were no significant changes to our internal controls or, to our knowledge, in other factors
that could significantly affect our internal controls, subsequent to the date of our Chief Executive
Officer’s and Chief Financial Officer’s last evaluation of our internal controls, including any corrective
actions with regard to significant deficiencies and material weaknesses.

Section 906 Certifications

Our Chief Executive Officer and Chief Financial Officer have each signed the certifications
required by Section 906 of the Sarbanes-Oxley Act of 2002, which certifications accompany this f111ng in
the form of correspondence to the Securities and Exchange Commission.
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PART IV
ITEM 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K

(a) 1. Financial Statements.

UbiquiTel Inc. and Subsidiaries—Consolidated Financial Statements
Reports of Independent Accountants
Consolidated Balance Sheets as of December 31, 2002 and 2001

Consolidated Statements of Operations for the years ended December 31, 2002, 2001 and 2000 . .

Consolidated Statements of Cash Flows for the years ended December 31, 2002, 2001 and 2000 .. F-6

Consolidated Statements of Stockholders’ Equity for the years ended December 31, 2002, 2001
and 2000

2. Financial Statement Schedules. Financial statement schedules have been omitted because
they are not applicable or the required information is shown in the Consolidated Financial Statements
or the Notes thereto.

3. Exhibits. The following exhibits are filed herewith or are incorporated by reference to
exhibits previously filed with the Securities and Exchange Commission.

Exhibit
Number Description
*21 Amended and Restated Merger Agreement dated as of April 18, 2001 by and among
UbiquiTel Inc., UbiquiTel Operating Company, the Merger Subsidiaries of UbiquiTel
Inc., VIA Wireless LIL.C, the Stockholders and the Controlling Evans Stockholders. (2.1)

**3.1 Amended and Restated Certificate of Incorporation of UbiquiTel Inc. (3.1)

*** 32  Amendment to Amended and Restated Certificate of Incorporation of UbiquiTel Inc.
(3.2)

**33  Amended and Restated Bylaws of UbiquiTel Inc. (3.2)

** 41  Warrant Agreement dated as of April 11, 2000 between UbiquiTel Inc. and American
Stock Transfer & Trust Company. (10.21)

** 4.2  Warrant Registration Rights Agreement made as of April 11, 2000 by and among
UbiquiTel Inc. and Donaldson, Lufkin & Jenrette Securities Corporation, Paribas
Corporation and PNC Capital Markets, Inc. (10.23)

# 4.3  First Amendment, dated as of June 12, 2000, to Warrant Agreement dated as of April
11, 2000 between UbiquiTel Inc. and American Stock Transfer & Trust Company. (4.3)

# 44  Warrant Agreement dated as of June 12, 2000 by and between UbiquiTel Inc. and
Donaldson, Lufkin & Jenrette Securities Corporation. (4.4)

# 4.5  Registration Rights Agreement dated as of June 12, 2000 by and between UbiquiTel
Inc. and Donaldson, Lufkin & Jenrette Securities Corporation. (4.5)

4.6  Form of Warrant dated February 26, 2003 issued to certain purchasers of 14% Senior
Unsecured Discount Series B Notes due 2008.
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Exhibit
Number

Description

4.7

T** 101

T**10.2

**10.3

** 104

## 10.5

** 10.6

**10.7

**10.8

**10.9

**10.10

**10.11

**10.12

**10.13
**10.14
### 10.15

Form of Warrant dated February 26, 2003 issued to certain purchasers of 14% Senior
Unsecured Discount Series B Notes due 2008.

Sprint PCS Management Agreement, as amended, dated as of October 15, 1998 by and
between Sprint Spectrum, LP, WirelessCo, LP and UbiquiTel, LLC. (10.1)

Sprint PCS Services Agreement dated as of October 15, 1998 by and between Sprint
Spectrum, LP and UbiquiTel, LLC. (10.2)

Sprint Trademark and Service Mark License Agreement dated as of October 15, 1998
by and between Sprint Communications Company, LP and UbiquiTel, LLC. (10.3)

Sprint Spectrum Trademark and Service Mark License Agreement dated as of October
15, 1998 by and between Sprint Spectrum, LP and UbiquiTel, LLC. (10.4)

Addendum VI dated February 22, 2001 to Sprint PCS Management Agreement by and
between Sprint Spectrum, LP, Wireless Co., LP, and UbiquiTel Operating Company.
(10.36)

Asset Purchase Agreement dated as of December 28, 1999, as amended, by and
between Sprint Spectrum, LP, Sprint Spectrum Equipment Company, LP, Sprint
Spectrum Realty Company, LP, Cox Communications PCS, LP, Cox PCS Leasing Co.,
LP, Cox PCS Assets, LLC and UbiquiTel Holdings, Inc. (10.5)

Amended and Restated Consent and Agreement dated as of April 5, 2000 by and
between Sprint Spectrum, LP, Sprint Communications Company, LP, WirelessCo, LP,
Cox Communications PCS, LP, Cox PCS License, LLC and Paribas. (10.11)

Amended and Restated Registration Rights Agreement made as of February 16, 2000
by and among UbiquiTel Holdings, Inc. and the shareholder signatories thereto. (10.7)

Employment Agreement dated as of November 29, 1999 by and between UbiquiTel
Holdings, Inc. and Donald A. Harris. (10.17)

Credit Agreement dated as of March 31, 2000 by and between UbiquiTel Inc.,
UbiquiTel Operating Company, the financial institutions party thereto from time to time
and Paribas, as agent, for a $250,000,000 credit facility. (10.18)

Indenture for UbiquiTel Operating Company’s 14% Senior Subordinated Discount
Notes Due 2010 dated as of April 11, 2000 between UbiquiTel Operating Company,
UbiquiTel Inc. and American Stock Transfer & Trust Company, as trustee. (10.20)

Registration Rights Agreement made as of April 11, 2000 by and among UbiquiTel
Operating Company, UbiquiTel Inc. and Donaldson, Lufkin & Jenrette Securities
Corporation, Paribas Corporation and PNC Capital Markets, Inc. (10.22)

Note Guarantee of UbiquiTel Inc. (10.28)
Guarantee of UbiquiTel Inc. (10.29)

Escrow Agreement dated as of August 13, 2001 by and among UbiquiTel Inc., UbiquiTet
Operating Company, First Union National Bank as Escrow Agent and the Indemnitor
Parties named therein. (10.33)
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Exhibit
Number

Description

## 10.16

## 1017

## 10.18

## 10.19

### 10.20
~10.21

**10.22

~ 10.23

~ 10.24

~ 701025

~ 71026

+ 10.27

10.28

10.29

10.30

10.31

Second Amendment and Consent to Credit Agreement dated as of March 1, 2001
among UbiquiTel Inc., UbiquiTel Operating Company, the financial institutions party
thereto from time to time, BNP Paribas as agent, General Electric Capital Corporation
and Fortis Capital Corp. (10.35)

Indemnification Agreement dated as of February 22, 2001 by and among UbiquiTel Inc.,
UbiquiTel Operating Company, the Merger Subsidiaries of UbiquiTel Inc. named
therein, J.H. Evans Inc., and the Stockholders of J.H. Evans named therein. (10.37)

Consulting Agreement dated as of February 22, 2001 between UbiquiTel Inc., and
Instant Phone, LLC. (10.38)

Purchase and Sale Agreement dated as of February 22, 2001 between UbiquiTe! Inc.
and VoiceStream PCS BTA I License Corporation. (10.39)

Amended and Restated 2000 Equity Incentive Plan of UbiquiTel Inc. (10.39)

First Supplemental Indenture dated as of November 12, 2001 to the Indenture for
UbiquiTel Operating Company’s 14% Senior Subordinated Discount Notes Due 2010
dated as of April 11, 2000 between UbiquiTel Operating Company, UbiquiTel Inc. and
American Stock Transfer and Trust Company, as trustee. (10.30)

Master Site Agreement dated as of May 11, 2000 between SpectraSite Communications,
Inc. and UbiquiTel Leasing Company. (10.27)

Master Tower Space License Agreement dated as of April 4, 2001 between American
Tower, L.P. and UbiquiTel Leasing Company and First Amendment thereto dated
June 18, 2001. (10.32)

Master License Agreement dated as of December 15, 2000 between Crown Atlantic
Company LLC, Crown Communication New York, Inc., Crown Castle PT Inc., Crown
Castle South Inc., Crown Castle GT Company LLC, Crown Communication Inc. and
UbiquiTel Leasing Company. (10.33)

Fourth Amendment to Credit Agreement dated as of July 17, 2002 among UbiquiTel
Inc., UbiquiTel Operating Company, the financial institutions party thereto from time to
time and BNP Paribas as agent. (10.36)

UbiquiTel Inc. Amended and Restated 2002 Employee Stock Purchase Plan. (10.1)

Fifth Amendment to Credit Agreement dated as of February 7, 2003 among UbiquiTel
Inc., UbiquiTel Operating Company, the financial institutions party thereto from time to
time and BNP Paribas as agent. (10.37)

Employment Agreement dated as of November 30, 2002 by and between UbiquiTel Inc.
and Donald A. Harris.

Note Purchase Agreement dated as of February 14, 2003 among UbiquiTel Operating
Company, UbiquiTel Inc. and the purchasers listed on the signature pages thereto.

Form of 14% Senior Unsecured Discount Series B Note Due 2008 dated February 26,
2003 issued by UbiquiTel Operating Company to the purchasers thereof.

Guarantee dated as of February 26, 2003 by UbiquiTel Inc., VIA Holding Inc., VIA
Wireless LL.C and VIA Building, LLC in favor of the purchasers of 14% Senior
Unsecured Discount Series B Notes Due 2008,
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Exhibit
Number

Description

10.32

10.33

10.34

10.35

10.36

10.37

10.38

21.1
231

24.1

Registration Rights Agreement dated as of February 26, 2003 among UbiquiTel Inc. and
the securityholder signatories thereto.

Escrow Agreement dated as of February 14, 2003 among UbiquiTel Operating
Company, Greenberg Traurig LLP, as escrow agent, and the purchasers listed on the
signature pages thereto.

Agreement dated as of February 14, 2003 among UbiquiTel Inc., UbiquiTel Operating
Company and the other persons signatories thereto relating to the Note Purchase
Agreement dated as of February 14, 2003.

Indenture for UbiquiTel Operating Company’s 14% Senior Discount Notes Due 2010
dated as of February 26, 2003 among UbiquiTel Operating Company, UbiquiTel Inc.
and The Bank of New York, as trustee.

Note Guarantee dated as of February 26, 2003 of UbiquiTel Inc., VIA Holding Inc.,” -
VIA Wireless LLC and VIA Building, LL.C.

Registration Rights Agreement dated as of February 26, 2003 among UbiquiTel
Operating Company, UbiquiTel Inc., VIA Holding Inc., VIA Wireless LLC, VIA
Building, LLC and Banc of America Securities LLC.

Dealer Manager Agreement dated as of January 23, 2003 among UbiquiTel Operating
Company, UbiquiTel Inc., VIA Holding Inc., VIA Wireless LLC, VIA Building, LLC
and Banc of America Securities LLC.

Subsidiaries of UbiquiTel Inc.

Consent of PricewaterhouseCoopers LLP relating to UbiquiTel Inc.’s Registration
Statements on Form S-3 (Registration No. 333-39956), Form S-3 (Registration

No. 333-68082), Form S-8 (Registration No. 333-70148) and Form S-8 (Registration
No. 333-84852).

Powers of Attorney (included on signature pages).

* Rk

##

##H#

Incorporated by reference to the exhibit shown in parentheses and filed with the Joint
Quarterly Report on Form 10-Q, as amended by Form 10-Q/A, for the fiscal quarter ended
March 31, 2001 of UbiquiTel Inc. and UbiquiTel Operating Company.

Incorporated by reference to the exhibit shown in parentheses and filed with the Registration
Statement on Form S-1 of UbiquiTel Inc. (Reg. No. 333-32236).

Incorporated by reference to the exhibit shown in parentheses and filed with the Registration
Statement on Form S-3 of UbiquiTel Inc. (Reg. No. 333-39956).

Incorporated by reference to the exhibit shown in parentheses and filed with the Registration
Statement on Form S-1 of UbiquiTel Inc. (Reg. No. 333-39956).

Incorporated by reference to the exhibit shown in parentheses and filed with the Joint Annual
Report on Form 10-K, as amended by Form 10-K/A, for the fiscal year ended December 31,
2000 of UbiquiTel Inc. and UbiquiTel Operating Company.

Incorporated by reference to the exhibit shown in parentheses and filed with the Registration
Statement on Form S-3 of UbiquiTel Inc. (Reg. No. 333-68082).
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Incorporated by reference to the exhibit shown in parentheses and filed with the Joint Annual
Report on Form 10-K for the fiscal year ended December 31, 2001 of UbiquiTel Inc. and
UbiquiTel Operating Company.

Incorporated by reference to the exhibit shown in parentheses and filed with the Current
Report on Form 8-K dated July 18, 2002 of UbiquiTel Inc.

Incorporated by reference to the exhibit shown in parentheses and filed with the Joint

Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2002 of
UbiquiTel Inc. and UbiquiTel Operating Company.

Incorporated by reference to the exhibit shown in parentheses and filed with the Current
Report on Form 8-K dated February 24, 2003 of UbiquiTel Inc.

Confidential treatment has been granted on portions of these documents.

Each management contract or compensatory plan or arrangement required to be filed as an
exhibit to this report pursuant to Item 15 is listed in exhibit numbers 10.9, 10.20, 10.26 and
10.28.

(b) Reports on Form §8-K.

Two reports or: Form 8-K were filed during the quarter ended December 31, 2002:

Date Item Reported On

October 29, 2002 Item 5. Other Events. On October 29, 2002, UbiquiTel announced the transfer of
the listing of its common stock from The Nasdaq National Market to The Nasdaq
SmallCap Market at the opening of business on November 1, 2002.

October 29, 2002 Item 5. Other Events. UbiquiTel] reported its results for the three and nine months
ended September 30, 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934,
UbiquiTel Inc. has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Conshohocken, State of Pennsylvania, on the 28th day of March, 2003.

UBIQUITEL INC.

By: /s/ DONALD A. HARRIS

Donald A. Harris
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below
hereby constitutes and appoints Donald A. Harris and James J. Volk his true and lawful
attorneys-in-fact, each acting alone, with full powers of substitution and resubstitution, for him and in -
his name, place and stead, in any and all capacities, to sign any or all amendments to this report, and
to file the same, with exhibits thereto, and other documents in connection therewith, with the Securities
and Exchange Commission, hereby ratifying and confirming all that said attorneys-in-fact or their
substitutes, each acting alone, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
by the following persons in the capacities and on the dates indicated.

Signature Title Date
</ DONALD A. HARRIS Chairman of the Board, President and Chief
fs/ _ Executive Officer (Principal Executive March 28, 2003
Donald A. Harris Officer)
/s/ JAMES J. VOLK Chief Financial Officer (Principal Financial
Tames J. Volk Officer and Accounting Officer) March 28, 2003
ROBERT A. BERLACHER a
/s/ LA Director March 28, 2003
Robert A. Berlacher
/s/ JAMES E. BLAKE Director March 28, 2003
James E. Blake -
I.B
/s/ MATTHEW 00s Director March 28, 2003
Matthew J. Boos
P
/s/ PETER LUCAS Director March 28, 2003
Peter Lucas
/s/ BRUCE E. ToLL Director March 28, 2003
Bruce E. Toll
/s/ EVE M. TRKLA Director March 28, 2003
Eve M. Trkla
/s/ JOSEPH N. WALTER Director March 28, 2003

Joseph N. Walter
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934,
UbiquiTel Operating Company has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, in the City of Conshohocken, State of Pennsylvania, on the
28th day of March, 2003.

UBIQUITEL OPERATING COMPANY

By: /s/ DONALD A. HARRIS

Donald A. Harris
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below
hereby constitutes and appoints Donald A. Harris and James J. Volk his true and lawful
attorneys-in-fact, each acting alone, with full powers of substitution and resubstitution, for him and in
his name, place and stead, in any and all capacities, to sign any or all amendments to this report, and
to file the same, with exhibits thereto, and other documents in connection therewith, with the Securities
and Exchange Commission, hereby ratifying and confirming all that said attorneys-in-fact or their
substitutes, each acting alone, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
by the following persons in the capacities and on the dates indicated.

Signature Title Date

/s/ DONALD A. HARRIS Sole Director, President and Chief

- Executive Officer (Principal Executive March 28, 2003
Donald A. Harris Officer)
/s/ JAMES J. VOLK Chief Financial Officer (Principal Financial

James J. Volk Officer and Accounting Officer) March 28, 2003
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CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Donald A. Harris, Chief Executive Officer of UbiquiTel Inc. and UbiquiTel Operating Company,
certify that:

1.

I have reviewed this annual report on Form 10-K of UbiquiTel Inc. and UbiquiTel Operating
Company;

Based on my knowledge, this annual report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period
covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the
registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the “Evaluation Date™); and

¢) presented in this annual report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether there
were significant changes in internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.

UBIQUITEL INC.

By: /s/ DONALD A. HARRIS

Donald A. Harris
President and Chief Executive Officer

UBIQUITEL OPERATING COMPANY

By: /s/ DONALD A. HARRIS

Donald A. Harris
President and Chief Executive Officer

Date: March 28, 2003
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CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, James J. Volk, Chief Financial Officer of UbiquiTel Inc. and UbiquiTel Operating Company, certify
that:

1.

I have reviewed this annual report on Form 10-K of UbiquiTel Inc. and UbiquiTel Operating
Company;

Based on my knowledge, this annual report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period
covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this
annual report, fairly present in all material respects the financial condition, results of operations
and cash flows of the registrant as of, and for, the periods presented in this annual report;

The registrant’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the
registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant’s ability to record, process, summarize and report financial data and have
identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this annual report whether there
were significant changes in internal controls or in other factors that could significantly affect
internal controls subsequent to the date of our most recent evaluation, including any corrective
actions with regard to significant deficiencies and material weaknesses.

UBIQUITEL INC.

By: /s/ JAMES J. VOLK

James J. Voik
Chief Financial Officer

UBIQUITEL OPERATING COMPANY

By: /s/ JAMES J. VOLK

James J. Volk
Chief Financial Officer

Date: March 28, 2003
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of UbiquiTel Inc.:

In our opinion, the accompanying consolidated balance sheet as of December 31, 2002 and the
related consolidated statements of operations, stockholders’ equity and cash flows present fairly, in all
material respects, the financial position of UbiquiTel Inc. and its subsidiaries at December 31, 2002,
and the results of their operations and their cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America. These financial statements
are the responsibility of the Company’s management; our responsibility is to express an opinion on
these financial statements based on our audit. We conducted our audit of these statements in
accordance with auditing standards generally accepted in the United States of America, which require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion. The consolidated
financial statemenis of Ubiquilel Inc. and its subsidiaries as of December 31, 2001, and for each of the
two years in the period ended December 31, 2001, were audited by other independent accountants who
have ceased operations. Those independent accountants expressed an unqualified opinion on those
financial statements in their report dated February 15, 2002.

As discussed above, the consolidated financial statements of UbiquiTel Inc. and its subsidiaries as
of December 31, 2001, and for each of the two years in the period ended December 31, 2001 were
audited by other independent accountants who have ceased operations. As described in Note 3, these
financial statements have been revised to include the transitional disclosures required by Statement of
Financial Accounting Standards No. 142, Goodwill and Other Intangible Assets, which was adopted by
the Company as of January 1, 2002. We audited the transitional disclosures described in Note 3. In our
opinion, the disclosures for 2001 and 2000 in Note 3 are appropriate. However, we were not engaged
to audit, review, or apply any procedures to the 2001 and 2000 financial statements of the Company
other than with respect to such disclosures and, accordingly, we do not express an opinion or any other
form of assurance on the 2001 and 2000 financial statements taken as a whole.

/s/ PricewaterhouseCoopers LLP

Philadelphia, Pennsylvania
February 18, 2003, except for Notes 2 and 19,
as to which the Date is February 26, 2003
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This report is a copy of a previously issued Arthur Andersen LLP report and has not been reissued by
Arthur Andersen LLP pursuant to Regulation S-X Rule 2-02 as applicable under the Securities
Exchange Act of 1934, as amended.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of UbiquiTel Inc.:

We have audited the accompanying consolidated balance sheets of UbiquiTel Inc. (a Delaware
corporation) and subsidiaries as of December 31, 2001 and 2000, and the related consolidated
statements of operations, stockholders’ equity and cash flows for the years ended December 31, 2001
and 2000 and the period from inception (September 29, 1999) to December 31, 1999. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Ubiquilel Inc. and subsidiaries as of December 31, 2001 and 2000 and the
results of their operations and their cash flows for the years ended December 31, 2001 and
December 31, 2000 and the period from inception (September 29, 1999) to December 31, 1999 in
conformity with accounting principles generally accepted in the United States.

ARTHUR ANDERSEN LLP

New York, New York
February 15, 2002
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UbiquiTel Inc. and Subsidiaries

Consolidated Balance Sheets

(In Thousands, Except Per Share Data)

ASSETS
CURRENT ASSETS:

Cash and cash equivalents . ......... ... .. ... .. ... .. ... ...
Restricted cash . . ... ... .. . .. . . e
Accounts receivable, net of allowance for doubtful accounts of $4,343

and $4,244 at December 31, 2002 and 2001, respectively ..........
INVentory . . . .. e
Prepaid expenses and other assets . . ......... ... .. ... . ...
Income tax receivable ... ... ... . ... ... ..

Total current assetS . . . . . .o e
PROPERTY AND EQUIPMENT, NET . ......... ... ... ...
CONSTRUCTION IN PROGRESS ... ... ... . . . ..
DEFERRED FINANCING COSTS,NET . ....... . ... ... ........
GOODWILL . . ...
INTANGIBLE ASSETS, NET . ..... ... .. . . . i,
OTHER INTANGIBLES, NET .. ... ... . . . i
OTHER LONG-TERM ASSETS . ... ... . .

TOtal @8SETS . « v v v e e e e

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable . .......... ... ...
AcCCrued EXPEMSES . . . v e
Accrued compensation and benefits ... ... ... oo oL
Deferred revenue .. ........ it
Interest payable . ......... ... .. .. .. .. ...
Current portion of long-termdebt . ... ... ... ... ... ... ... ...
Other . ... . . . e

Total current liabilities .. ... ... . i i e

LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS,
EXCLUDING CURRENT MATURITIES ... ..................
OTHER LONG-TERM LIABILITIES ................ .. ... ....

Total long-term liabilities . . . . .. ... ... .. .. .
Total liabilities . .. ... ... ... . .

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY:
Preferred stock, par value $0.001 per share; 10,000 shares authorized; 0
shares issued and outstanding at December 31, 2002 and 2001 . ... ..
Common stock, par value $0.0005 per share; 240,000 shares authorized;
81,432 and 81,116 shares issued and outstanding at December 31, 2002
and 2001, respectively . . . . .. . L
Additional paid-in-capital . . ... ... ... .. . L. L
Accumulated deficit . . . ... ... L e

Total stockholders’ equity .. ...... ...
Total liabilities and stockholders’ equity . ...................

December 31, 2002

December 31, 2001

$ 73,481
2,408

21,762
2,751
14,774
8,784

123,960
275,588
8,117
12,717
38,138
2,753
73,174
3,774

s538221

$ 15,549
18,735
2,547
9,252
1,923

7,379
56,068

457,038
3,506

460,544
516,612

41
295,236
(273,668)

21,609
$538,221

$124,744
5,183

15,951
4,691
9,855

160,424
260,957
17,029
13,496
39,994
15,582
77,478
3,470

$588,430

$ 11,156
15,712
3,468
5,456
1,942
821
7,496

46,051

398,848
5,023

403,871
449,922

41
294,748
(156,281)

138,508
$588,430

The accompanying notes are an integral part of these consolidated financial statements.



UbiquiTel Inc. and Subsidiaries

Consolidated Statements of Operations
(In Thousands, Except Per Share Data)

REVENUES:
Service revenue .. ......... .. ...

Total revenues. . ... ... .. . i
COSTS AND EXPENSES:
Cost of service and operations (exclusive of depreciation
as shown separately below) ... .................
Costof productssold . ........................
Selling and marketing .. ............. ... ... ...
General and administrative expenses excluding non-cash
compensation charges .......................
Non-cash compensation for general and administrative
Matters . ... ...

Total costs and expenses . . ... .......... .. .....

OPERATINGLOSS ....... ... ... ... . . ..
INTERESTINCOME ..........................
INTERESTEXPENSE . .............. ... ......
OTHER INCOME (EXPENSE) . ..................

LOSS BEFORE EXTRAORDINARY ITEM AND
INCOME TAXES . v oot eee e

LOSS BEFORE EXTRAORDINARY ITEM, NET OF
INCOMETAXES . ....... ... . ... ...

EXTRAORDINARY ITEM-EARLY EXTINGUISHMENT
OF DEBT, NET OF $0 TAX BENEFIT ............

NET LOSS APPLICABLE TO COMMON
STOCKHOLDERS. .. ...... ... ...

BASIC AND FULLY DILUTED NET LOSS PER SHARE
OF COMMON STOCK:
Loss applicable to common stockholders before
extraordinary item . . ... ... ... ... L.,
Extraordinary item . ................ ... .......

Net loss applicable to common stockholders . . ... .....

BASIC AND FULLY DILUTED WEIGHTED-AVERAGE
OUTSTANDING COMMON SHARES ............

PRO FORMA INFORMATION (Note 3)
BASIC AND FULLY DILUTED NET LOSS PER SHARE
OF COMMON STOCK:
Loss applicable to common stockholders before
extraordinary item . .. ....... ... .. ... L. ...
Extraordinary item . ........... ... ... .. ... ....

Net loss applicable to common stockholders . . . ... .. ..

BASIC AND FULLY DILUTED WEIGHTED-AVERAGE
OUTSTANDING COMMON SHARES ............

Year Ended
December 31, 2002 December 31, 2001 December 31, 2000

Year Ended

Year Ended

$ 212,474
8,331

220,805

136,367
36,531
54,711

26,416

378
51,571

305,974

(85,169)
1,641

(46,004)
218

(129,314)

11,927

(117,387)

$(117,387)

$(117,387)

$ 84,702
8,871

93,573

65,433
25,620
39,119

15,586
387
24,348
170,493

(76,920)
8,856

(38,978)

(459)

(107,501)
(154)

(107,655)

$(107,655)

$(107,655)

$  (1.53)

$  (1.53)

70,543

$ 8854
429

9,283

9,226
1,693
4,166

7,468
491
3,134
26,178

(16,895)
12,846
(23,771)

(27,820)

(27,820)

(4,218)

$(32,038)
_(14,601)

$(46,639)

$ (1.07)
(0.11)
$ (1.18)

The accompanying notes are an integral part of these consolidated financial statements.
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UbiquiTel Inc. and Subsidiaries

Consolidated Statements of Cash Flows
(In Thousands)

Year Ended Year Ended Year Ended
December 31, 2002  December 31, 2001  December 31, 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
Loss before extraordinary item and preferred stock

dividends . ......... ... ... . ... .. . ... ... $(117,387) $(107,655) $(27,820)
Adjustments to reconcile net loss to net cash used in

operating activities:

Amortization of deferred financing costs .. ... .. .. 3,546 3,225 2,225
Amortization of intangible assets . ............. 17,133 5,044 1,105
Depreciation . .. ........ i 34,438 19,304 2,029
Interest accrued on senior debt . . ... ... ... .... 27,681 24,395 15,782
Non-cash compensation from stock options granted

toemployees . ....... ... .. ... ... 378 387 491
Deferred income taxes .. ..... ... ... (3,142) — —
Gain on sale of equipment . ................. (189) — —

Changes in operating assets and liabilities exclusive of
acquisitions and capital expenditures:

Accounts receivable . ... ... (5,811) (11,372) (786)
Inventory . ....... .. 1,940 (3,186) (828)
Prepaid expenses and other assets. . . ........... (5,223) (3,324) (3,207)
Income tax receivable . . .. ....... .. .. .. . ... (8,784) — —
Accounts payable and accrued expenses. .. ... .. .. 16,636 15,998 4912

Net cash used in operating activities .......... (38,784) (57,184) (6,097)

CASH FLOWS FROM INVESTING ACTIVITIES:

Capital expenditures . . ... ........ ... ...... (43,157) (122,112) (83,061)
Other acquisitions . ....................... — — (3.506)
Proceeds from sale of assets. . . ............... 189 50,000 —
Purchase of Spokane market .. ............... — — (35,507)
Change in restricted cash. . .. ................ 2,775 99,817 (105,000)
Acquisition costs and cash advance, net of cash

acquired from VIA Wireless . . .............. — (24,698) —

Net cash provided by (used in) investing activities . (40,193) 3,007 (227,074)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of senior subordinated

discount notes and detachable warrants ........ — — 152,277
Repayment of long-term debt. . . ... ........... — (75,495) (8,000)
Drawings under senior secured credit facility ... ... 30,000 110,000 105,000
Financing costs . ......................... (1,170) (2,813) (13,012)
Repayment of capital lease obligations and other

long-term liabilities .. .................... (1,226) (490) (61)
Proceeds from issuance of convertible preferred stock

subsequently converted to common stock .. ... .. — — 25,000
Preferred dividend payment . . . ............... — — (1,008)
Warrants exercised .. ......... ... .. .. ... — — 25
Proceeds from issuance of common stock. ... ... .. 110 —_ 106,240
Proceeds from exercise of stock options . . . ... .. .. — 13 —
Offering costs .. ... ... iy — — (9,543)

Net cash provided by financing activities. . . .. ... 27,714 31,215 356,918

NET (DECREASE) INCREASE IN CASH AND

CASH EQUIVALENTS ......... .. ... ... ... (51,263) (22,962) 123,747
CASH AND CASH EQUIVALENTS, beginning of

period ... .. 124,744 147,706 23,959
CASH AND CASH EQUIVALENTS, end of period . . $ 73,481 $ 124,744 $147,706
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UbiquiTel Inc. and Subsidiaries
Consolidated Statements of Cash Flows (Continued)
(In Thousands)

December 31, 2002

Year Ended

Year Ended
December 31, 2001

Year Ended
December 31, 2000

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:
Cash paid forinterest . . ....................
Cashpaidfortaxes........................

SUPPLEMENTAL DISCLOSURE OF NON-CASH
INVESTING AND FINANCING ACTIVITIES:
Network assets acquired but not yet paid . . . ... ...
Extraordinary item-early extinguishment of debt . . . .
Preferred stock accretion . .. .................
Warrants exercised . ... ... ... ... ...,
Capital leases entered into. . .. ...............

ASSETS AND LIABILITIES ACQUIRED IN NON-
CASH TRANSACTION (NOTE 16):
Assets acquired ... ... ... .. L.
Liabilities assumed . . . .............. ... ...

$ 12,853
63

3,000
570
1,107

224,602
39,424

$ 9,380

17,281
4,218
13,593

274

The accompanying notes are an integral part of these consolidated financial statements.
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UbiquiTel Inc. and Subsidiaries
Consolidated Statements of Stockholders’ Equity
(In Thousands)

1 epr
Pr(e:g:;:stgt];d‘ Common Stock A‘il’glig?ill‘lal Accumulated Stoci?laiiers’
Shares Amount Shares Amount Capital Deficit Equity ’
BALANCE, December 31,1999 .......... 17,009 $17 38834 $19 § 17429 $ (1,987) § 15478
Issuance of Series B convertible preferred :
- stock plus accretion . .. ... ... ... ... 2,110 2 — — 37,984 — 37,986
Amortization of deferred stock compensation
expense granted to employees for general
and administrative matters . .......... — — — — 491 — 491
Issuance of warrants for senior subordinated
discountnote . ................... - - - - 16,302 — 16,302
Issuance of common stock .. ........... —_ — 13,280 7 96,723 — 96,730
Cancellation of non-voting common stock . . —  — (32,000) (16} 16 — —
Conversion of preferred stock to common
stock . ... (19,119) (19) 38,237 19 — — —
Issuance of common stock to shareholders
under the anti-dilution clause . ........ - — 214 — 616 — 616
Exercise of detachable warrants attached to
senior subordinated discount note ...... — 4,978 3 2,210 — 2,213

—  (46,639) (46,639
$171,771 § (48,626) $ 123,177

Net loss applicable to common stockholders . —

BALANCE, December 31,2000 .......... —
Issuance of common stock for VIA Wireless

T

o
(%)
[\]

63,543

acquisition . ... ... .. — — 16,400 8 122,008 — 122,016
Amortization of deferred stock compensation
expense granted to employees for general
and administrative matters . .......... - - — - 387 — 387
Exercise ofoptions . . . ............... - - 25 — 13 — 13
Exercise of warrants . ................ SR — 1,148 1 569 — 570
Net loss applicable to common stockholders . - — — - —  (107,655) (107,655)
BALANCE, December 31,2001 .......... — $— 81,116 $41 $294,748 $(156,281) § 138,508
Issuance of common stock to employee stock
purchase plan . . .................. - - 316  — 110 — 110
Amortization of deferred stock compensation ’
expense granted to employees for general
and administrative matters . .......... - - —- - 378 — 378
Net loss applicable to common stockholders . - — _ = —  (117,387) (117,387)
BAILANCE, December 31,2002 .......... — $— 81432 $41 $295236 $(273,668) $ 21,609

The accompanying notes are an integral part of these consolidated financial statements.
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UbiquiTel Inc. and Subsidiaries

Notes to Consolidated Financial Statements

1. Organization and Nature of Business

UbiquiTel Inc. and Subsidiaries (“UbiquiTel” or the “Company”) was formed for the purpose of
becoming the exclusive provider of Sprint Personal Communications Services (“PCS”) in certain
defined midsize and smaller markets in the western and midwestern United States.

In October 1998, UbiquiTel L.L.C. (a Washington state limited liability company), whose sole
member was The Walter Group, entered into an agreement with Sprint PCS for no consideration given
for the exclusive rights to market Sprint’s 100% digital, 100% PCS products and services to the
approximately one million residents in the Reno/Tahoe, Nevada market. UbiquiTel L.L.C. had no
financial transactions from its inception (August 24, 1998) to September 29, 1999. On September 29,
1999, UbiquiTel Inc. (formerly “UbiquiTel Holdings, Inc.”’) was incorporated in Delaware. On
November 1, 1999, the Company entered into a founders’ agreement and issued common stock to a
group of five shareholders including The Walter Group. In November 1999, UbiquiTel L.L.C. assigned
all of its material contracts, including the rights to the Sprint PCS agreements, to UbiquiTel. On
December 28, 1999, Ubiquilel amended its agreement with Sprint PCS to expand the Company’s
markets to the northern California, Spokane/Montana, southern Idaho/Utah/Nevada and southern
Indiana/Kentucky markets, which together with the Reno/Tahoe markets, contain approximately
7.7 million residents.

On November 9, 1999, UbiquiTel Operating Company (a Delaware corporation, formerly a
Delaware limited liability company) (“Operating Company”), was formed to serve as the operating
company for UbiquiTel Inc. Also, on March 17, 2000, UbiquiTel Leasing Company (a Delaware
corporation) was formed to serve as the leasing company for UbiquiTel Inc.

On February 22, 2001, UbiquiTel entered into a merger agreement for the acquisition of VIA
Wireless LLC, a California limited liability company and Sprint PCS network partner (“VIA Wireless”).
Upon the closing of the merger agreement, as amended and restated, on August 13, 2001, VIA
Wireless became a wholly owned subsidiary of UbiquiTel through a series of mergers and related
transactions (see Note 16). VIA Wireless was the exclusive provider of Sprint PCS digital wireless
services to the central valley of California, which covers approximately 3.4 million licensed residents.
On February 21, 2001, in connection with the acquisition, UbiquiTel amended its agreement with Sprint
PCS to expand its markets to include the six VIA Wireless basic trading areas (BTAs) included under
VIA Wireless’ former affiliation agreement with Sprint PCS, including Bakersfield, Fresno, Merced,
Modesto, Stockton and Visalia, California, which went into effect at the closing of the acquisition. On
December 31, 2001, through a series of mergers, certain corporate members of VIA Wireless merged
into the sole remaining member, VIA Holding Inc., which had become a wholly owned subsidiary of
Operating Company effective immediately after the acquisition of VIA Wireless in August 2001.

The consolidated financial statements contain the financial information of UbiquiTel Inc. and its
subsidiaries, UbiquiTel Operating Company, UbiquiTel Leasing Company, VIA Holding Inc., VIA
Wireless LLC and VIA Building, LLC.

2. Liquidity

Through December 31, 2002, the Company has principally relied on the proceeds from equity and
debt financings, and to a lesser extent revenues, as the primary sources of capital. Completion of the
Company’s PCS network has required substantial capital and as of December 31, 2002, the Company
had an accumulated deficit of $273.7 million.
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UbiquiTel Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

At December 31, 2002, the Company had approximately $75.9 million in cash, cash equivalents and
restricted cash, working capital was approximately $67.9 million and the Company’s unused revolving
line of credit was approximately $55.0 million. (See Note 19 regarding a discussion of the permanent
reduction to $50.0 million for the revolving line of credit and the Company’s debt restructuring which
reduced future principal and interest requirements.) Management believes that working capital and
cash availability under the Company’s senior secured credit facility are expected to be sufficient to fund
cash flow requirements for capital expenditures, operating activities and debt service requirements
through December 31, 2003 and into the foreseeable future.

While management does not anticipate the need to raise additional capital to meet the Company’s
operating or capital expenditure requirements in the foreseeable future, the Company’s funding status
is dependent on a number of factors influencing projections of operating cash flows, including those
related to gross new customer additions, average revenue per user, customer turnover, marketing costs,
bad debt expense and roaming revenue. Should actual results differ significantly from these
assumptions, the Company’s liquidity position could be adversely affected and the Company could be in
a position that would require it to raise additional capital which may not be available or may not be
available on acceptable terms.

In addition, Operating Company’s ability to borrow funds under the senior secured credit facility is
subject to continued compliance with restrictive covenants under the senior secured credit facility (see.
Note 6) and the $50.0 million revolving line of credit will be restricted unless the cash balance (as
defined in the credit facility) is less than $25.0 million at the time of borrowing. The Company
presently is in compliance with all financial and operational covenants relating to the senior secured
credit facility; however, there is uncertainty as to the Company’s ability to continue to comply with such
financial and operating covenants prior to generating positive cash flow from operations less capital
expenditures. Should the Company determine that it may not be able to meet, or has not met, covenant
requirements, the Company would seek modifications to, or waivers of, its covenant requirements;
however, receipt of such modifications or waivers is not guaranteed.

If the Company’s business does not generate the results required by the covenants in the senior
secured credit facility, its ability to make borrowings under the revolving line of credit could be
restricted or terminated and the credit facility could be declared in default. Additionally, if the
Company fails to make an interest or principal payment when due on any of the Company’s senior
secured credit facility, senior discount notes, Series B senior discount notes and senior subordinated
discount notes, it could trigger cross-default provisions on the other long-term debt agreements. If the
Company’s long-term debt agreements are declared in default, the creditors under these agreements
may demand immediate payment of the outstanding indebtedness.

3. Summary of Significant Accounting Policies
Principles of Consolidation and Use of Estimates

The accompanying financial statements include the accounts of UbiquiTel Inc. and its subsidiaries.
All significant intercompany balances and transactions have been eliminated.

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. These estimates and assumptions affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements. These assumptions also affect the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from those estimates and
assumptions.
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UbiquiTel Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Pro Forma Information

Concurrent with the Company’s initial public offering in June 2000, all of the shares of UbiquiTel’s
preferred stock were converted into shares of UbiquiTel’s common stock on a two-for-one basis (see
Note 7). Pro forma basic and diluted net loss per share of common stock for the year ended
December 31, 2000 is computed by dividing net loss by the weighted average number of common
shares outstanding after giving effect to the conversion of preferred stock into common stock as if it
had occurred on January 1, 2000.

New Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation
No. 46, “Consolidation of Variable Interest Entities—An Interpretation of Accounting Research
Bulletin (ARB) No. 517 (“FIN 46”). This interpretation clarifies how to identify variable interest
entities and how a company should assess its interests in a variable interest entity to decide whether to
consolidate the entity. FIN 46 applies to variable interest entities created after January 31, 2003, in
which a company obtains an interest after that date. Also, FIN 46 applies in the first fiscal quarter or
interim period beginning after June 15, 2003, to variable interest entities in which a company holds a
variable interest that it acquired before February 1, 2003. The Company does not have any ownership
in variable interest entities.

In December 2002, the FASB issued Statement of Financial Accounting Standards (“SFAS”)
No. 148, “Accounting for Stock-Based Compensation—Transition and Disclosure—an amendment of
FASB Statement No. 123” (“SFAS No. 148”). This Statement provides alternative methods of transition
for a voluntary change to the fair value-based method of accounting for stock-based employee
compensation from the intrinsic value-based method of accounting prescribed by Accounting Principles
Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 25”). In
addition, this Statement amends the disclosure requirements of SFAS No. 123, “Accounting for Stock-
Based Compensation” (“SFAS No. 123”), to require prominent disclosures in both annual and interim
financial statements about the method of accounting for stock-based employee compensation and the
effect of the method used on reported results. As permitted by SFAS No. 148, the Company will
continue to account for its stock-based compensation in accordance with APB No. 25, and the
Company’s adoption of SFAS No. 148 requires it to provide prominent disclosures about the effects of
SFAS No. 123 on reported income in its interim financial statements.

In November 2002, the FASB issued FASB Interpretation No. 45, “Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.”
This interpretation expands the disclosures to be made by a guarantor about its obligations under
certain guarantees and requires that, at the inception of a guarantee, a guarantor recognize a liability
for the fair value of the obligation undertaken in issuing the guarantee. The disciosure requirements
are effective immediately. As disclosed in Note 15 to the Consolidated Financial Statements, UbiquiTel
has fully and unconditionally guaranteed Operating Company’s obligations under its 14% senior
subordinated discount notes. The initial recognition and measurement -provisions of this interpretation
are effective for guarantees issued or modified after December 31, 2002. The Company does not expect
the adoption of the initial recognition and measurement provisions of this interpretation to have a
material effect on its financial position, results of operations or cash flows.

In November 2002, the Emerging Issues Task Force (“EITF”) issued EITF Issue No. 02-16,
“Accounting by a Customer (Including a-Reseller) for Certain Consideration Received from a Vendor”
(“EITF 02-16”). Among other items, EITF 02-16 requires that consideration received from a vendor be
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presumed to be a reduction of the cost of the vendor’s products or services. This presumption can be
overcome if the consideration can be shown to represent either a payment for assets or services
delivered to the vendor or a reimbursement of costs incurred by the reseller to sell the vendor’s
products. This treatment is effective for arrangements entered into or modified on or after January 1,
2003. The Company has not yet determined the impact this issue will have on its financial position,
results of operations or cash flows.

In November 2002, the EITF issued EITF Issue No. 00-21, “Accounting for Multiple-Element
Revenue Arrangements” (“EITF 00-21”). EITF 00-21 addresses the determination of whether an
arrangement involving more than one deliverable contains more than one unit of accounting and how
the related revenues should be measured and allocated to the separate units of accounting, i.e., the
delivery or performance of multiple products, services, and/or rights to use assets. In applying this
guidance, separate contracts with the same party, entered into at or near the same time, will be
presumed to be a package, and the consideration will be measured and allocated to the separate units
based on their relative fair values. EITF 00-21 will apply to revenue arrangements entered into after
June 30, 2003; however, upon adoption, the EITF allows the guidance to be applied on a retroactive
basis, with the change, if any, reported as a cumulative effect of accounting change in the consolidated
statements of operations. The Company will adopt this new accounting guidance effective July 1, 2003
and has not yet determined the impact this issue will have on the Company’s financial position, results
of operations or cash flows.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or
Disposal Activities” (“SFAS No. 146”). SFAS No. 146 provides new guidance on the recognition of
costs associated with exit or disposal activities. The Statement requires companies to recognize costs
associated with exit or disposal activities when they are incurred rather than at the date of commitment
to an exit or disposal plan. SFAS No. 146 supercedes previous accounting guidance provided by EITF
Issue No. 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to
Exit an Activity (including Certain Costs Incurred in a Restructuring)” (“EITF 94-3”). EITF 94-3
required recognition of costs at the date of commitment to an exit or disposal plan. SFAS No. 146 is to
be applied prospectively to exit or disposal activities initiated after December 31, 2002. The adoption of
SFAS No. 146 by the Company is not expected to have a material impact on the Company’s financial
position, results of operations or cash flows as the Company has not recorded any significant
restructuring charges in past periods, but the adoption may impact the timing of charges in future
periods.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections” (“SFAS No. 145”). Among other
things, this Statement rescinds FASB Statement No. 4, “Reporting Gains and Losses from
Extinguishment of Debt,” which required all gains and losses from extinguishment of debt to be
aggregated and, if material, classified as an extraordinary item, net of related income tax effect. As a
result, the criteria in APB Opinion No. 30, “Reporting the Results of Operations—Reporting the
Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions,” will now be used to classify those gains and losses. The Company’s adoption
of SFAS No. 145 on January 1, 2003 is not expected to have a material impact on the Company’s
financial position, results of operations or cash flows.

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations”
(“SFAS No. 143”). This Statement requires entities to record the fair value of a liability for an asset
retirement obligation in the period in which it is incurred and capitalize that amount as part of the
book value of the long-lived asset. Over time, the liability is accreted to its present value each period,
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and the capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the
liability, an entity either settles the obligation for its recorded amount or incurs a gain or loss upon
settlement. This Statement is effective for financial statements for fiscal years beginning after June 15,
2002.

The Company’s network is primarily located on leased property and the Company has certain legal
obligations, principally related to its tower leases, which fall within the scope of SFAS No. 143. These
legal obligations primarily include certain obligations to remediate leased land on which the Company’s
tower assets are located. In conjunction with the adoption of SFAS No. 143 effective January 1, 2003,
the Company did not record asset retirement obligations for network infrastructure assets subject to the
provisions of this Statement as the fair value of the obligations could not reasonably be estimated. The
Company believes that uncertainty as to the eventual settlement of legal obligations exists due to trends
in the wireless communications industry such as the rapid growth in minutes of use on wireless
networks, increasing subscriber penetration and deployment of next generation technologies. Therefore,
these factors increase the probability that third parties would not contractually enforce their
remediation rights, to the extent they are present in the Company’s tower leases, related to the sites.
Based on the combination of these industry trends, the Company’s limited obligations to remediate
leased sites and the Company’s limited experience in remediating property, it is not probable that any
sites will be removed in the foreseeable future and require remediation. Therefore, sufficient
information to estimate a range of potential settlement dates is not available. In accordance with SFAS
No. 143, the Company will not recognize a liability until such information becomes known.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash and short-term investments with original maturities of
three months or less. Restricted cash at December 31, 2002 and 2001 represented cash in escrow
related to the VIA Wireless acquisition.

Fair Value of Financial Instruments

Fair value estimates, assumptions and methods used to estimate fair value of the Company’s
financial instruments are made in accordance with the requirements of SFAS No. 107, “Disclosures
about Fair Value of Financial Instruments.” The Company has used available information to derive its
estimates. However, because these estimates are made as of a specific point in time, they are not ’
necessarily indicative of amounts the Company could realize currently. The use of different assumptions
or estimating methods may have a material effect on the estimated fair value amounts.

The carrying amounts of cash and cash equivalents, restricted cash, accounts receivable net,
accounts payable and accrued expenses approximate fair value due to the short-term nature of the
instruments.

Long-term debt is comprised of the senior subordinated discount notes, senior secured credit
facility, capital leases and other long-term liabilities. The carrying amounts of the senior secured credit
facility are a reasonable estimate of its fair value because market interest rates are variable. Capital
leases are recorded at their net present value, which approximates fair value, and carrying values of
other long-term liabilities also approximate fair values. The fair value of the senior subordinated
discount notes is measured at quoted market value. The Company’s senior subordinated discount notes
had a fair value of approximately $18.0 million and $162.0 million as of December 31, 2002 and 2001,
respectively, versus carrying values of $220.1 million and $192.5 million, respectively.
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Inventory

Inventory consists of handsets and related accessories. Inventories purchased for resale are carried
at the lower of cost, determined using weighted average, or market using replacement cost.

Property and Equipment and Construction in Progress

Property and equipment are reported at cost less accumulated depreciation. Costs incurred to
design and construct the wireless network in a market are classified as construction in progress. When
the network assets are placed into service, the related costs are transferred from construction in
progress to property and equipment. Repair and maintenance costs are charged to expense as incurred,
significant renewals and betterments are capitalized. Costs for software and its installation that are paid
to third parties and benefit future periods are capitalized. When property is retired or otherwise
disposed of, the cost of the property and the related accumulated depreciation are removed from the
accounts, and any resulting gains or losses are reflected in the consolidated statement of operations.

Property and equipment are depreciated using the straight-line method based on estimated useful
lives of the assets.

Assets lives are as follows:

Network equipment . . ........ ... . i 5-10 years
Computer equipment . .. ... ... .ottt 4 years
Furniture and office equipment . ......... ... ... ... . ... o .. 4 years
Vehicles . ... 5 years
Building .................... e 30 years

Leasehold improvements are depreciated over the shorter of the remaining term of the lease or
the estimated useful life of the improvement.

Construction in progress at December 31, 2002 included equipment not yet placed into service and
engineering and site development costs incurred in connection with the build-out of the Company’s
PCS network. The Company capitalized interest on its construction in progress activities. Interest
capitalized for the years ended December 31, 2002, 2001 and 2000 was $0, $4.9 million and
$3.9 million, respectively.

Goodwill and Intangible Assets

Upon the adoption of SFAS No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 142”),
as of January 1, 2002, goodwill is no longer subject to amortization. Goodwill is subject to at least an
annual assessment for impairment by applying a fair value-based test. If the carrying amount exceeds
the fair value, goodwill is considered to be impaired. As of October 31, 2002, the Company completed
its annual impairment review and determined that no impairment charge was required. The Company
continually evaluates whether events and circumstances have occurred that indicate the remaining
balance of goodwill may not be recoverable. In evaluating impairment, the Company estimates the sum
of the expected future cash flows derived from such goodwill. Such evaluations for impairment are
significantly impacted by estimates of future revenues, costs and expenses and other factors. If the
goodwill is considered to be impaired, the impairment loss to be recognized is measured by the amount
by which the carrying amount of the goodwill exceeds the fair value of the expected future cash flows.
Goodwill was approximately $38.1 million at December 31, 2002.
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The following table presents the results of operations if goodwill were not amortized as of
January 1, 2000:

Year Ended December 31,

2002 2001 2000
(In Thousands, Except Per Share
Amounts)
Reported net 1SS . ..o vt $(117,387) $(107,655) $(46,639)
Add: goodwill amortization . ................ .. ... ... .. — 593 422
Adjusted net 10SS . . . .o $(117,387) $(107,062) $(46,217)
Basic and diluted earnings per share:

Reported net loss pershare .. ............... .. $ (145 $ (153) $ (1.18)
Add: goodwill amortization per share . .................... — 0.01 0.01
Adjusted net loss per share . ........................... $§ (145 $ (152 8 (1.17)

Intangible assets represent the estimated value of acquired subscriber bases at the dates of
acquisitions. Intangible assets of $2.8 million and $15.6 million, net of accumulated amortization
expense of $16.3 million and $3.5 million, for the years ended December 31, 2002 and 2001,
respectively, are amortized on a straight-line basis over a period of 20 months to five years. The VIA
Wireless and Spokane market subscriber bases acquired were initially being amortized over 36 months
and 60 months, respectively, which represented the estimated average lives of a subscriber in these
respective markets. Effective April 1, 2002, however, the Company changed the amortization periods of
the VIA Wireless and Spokane market subscriber bases to 20 months and 33 months, respectively,
resulting from higher customer turnover in these respective markets. Amortization expense for
intangible assets was approximately $12.8 million, $2.8 million and $0.7 million for the years ended
December 31, 2002, 2001 and 2000, respectively.

Other intangible assets of $73.2 million and $77.5 million, net of accumulated amortization expense
of $5.9 million and $1.6 million, for the years ended December 31, 2002 and 2001, respectively,
represent the estimated value of VIA Wireless’ Sprint PCS management agreement. Amortization
expense for other intangible assets was approximately $4.3 million, $1.6 million and $0 for the years
ended December 31, 2002, 2001 and 2000, respectively.

Estimated future amortization expense of intangible assets for the next five years at December 31,
2002 are as follows:

Years Ending December 31, (In Thousands)
2003 L e $7,057
2004 . e e e e 4,304
2005 L e e e e e 4,304
2000 . . e e e e 4,304
2007 L e e e 4,304

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability is assessed based
on the future cash flows expected to result from the use of the asset and its eventual disposition. If the
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sum of the undiscounted cash flows is less than the catrying value of the asset, an impairment loss is
recognized. Any impairment loss, if indicated, is measured as the amount by which the carrying amount
of the asset exceeds the estimated fair value of the asset.

Income Taxes

The Company accounts for income taxes in accordance with the provisions of SFAS No. 109,
“Accounting for Income Taxes” (“SFAS No. 109”). SFAS No. 109 requires an asset and liability
approach which requires the recognition of deferred tax assets and deferred tax liabilities for the
expected future tax consequences of temporary differences between the carrying amounts and the tax
bases of assets and liabilities. Valuation allowances will be established when necessary to reduce
deferred tax assets to the amount expected to be realized.

Extraordinary Items, Net

On March 31, 2000, the Company finalized and executed a $250.0 million senior secured credit
facility and terminated a 1999 credit facility. Deferred financing costs of $1.7 million relating to the old
facility were expensed as an extraordinary item during the year ended December 31, 2000. Also, on
April 11, 2000, the Company repaid $8.0 million senior subordinated notes. The associated unamortized
financing costs of approximately $2.5 million (inclusive of $2.2 million assigned to the detachable
warrants associated with the notes) were expensed as an extraordinary item during the year ended
December 31, 2000.

Net Loss Per Share

The Company computes net loss per common share in accordance with SFAS No. 128, “Earnings
per Share” (“SFAS No. 128”). Under the provisions of SFAS No. 128, basic and diluted net loss per
common share is computed by dividing the net loss applicable to common shareholders for the period
by the weighted average number of shares of common stock outstanding. Basic and diluted earnings
per share for the year ended December 31, 2000 is computed as if the shares from the initial public
offering had been outstanding since the date of inception. In accordance with SFAS No. 128,
incremental potential common shares from stock options have been excluded in the calculation of
diluted loss per share since the effect would be antidilutive. Accordingly, the number of weighted
average shares outstanding as well as the amount of net loss per share are the same for basic and
diluted per share calculations for the periods reflected in the accompanying financial statements.

The following table summarizes the securities outstanding, which are excluded from the loss per
share calculation, as amounts would have an antidilutive effect.

December 31, 2002  December 31, 2001  December 31, 2000

Stock options . .. ... ... 5,335,800 4,611,000 4,233,500
Warrants ... ... e 3,665,183 3,665,183 4,813,987
Total ... 9,000,983 8,276,183 9,047,487

Stock-Based Compensation

At December 31, 2002, UbiquiTel had two stock-based employee compensation plans, an employee
stock purchase plan and an equity incentive plan, which are described more fully in Note 9. The
Company accounts for those plans in accordance with APB No. 25 and related interpretations. Based
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on the additional disclosure requirements of SFAS No. 148, the following table illustrates the effect on
net income and earnings per share if the Company had applied the fair value recognition provisions of
SFAS No. 123.

Year Ended December 31,

2002 2001 2000
(In Thousands, Except Per Share Amounts)
Net loss, asreported . . ... ............. $(117,387)  $(107,655)  $(46,639)

Add: stock-based employee compensation

included in reported net loss, net of

relatedtax ......... .. ... .. ... ... 378 387 491
Deduct: total stock-based employee

compensation expense determined under

fair value-based method, net of related tax (2,570) (1,562) (1,248)
Pro formanetloss ................... (119,579)  (108,830) (47,396)
Basic and diluted loss per share:

Asreported ........... ... $ (145 $ (153 § (118

Proforma........................ $ (147 $ (154 § (1.20)

The fair value of all option grants was estimated on the date of grant using the Black-Scholes
model with the following weighted-average assumptions used for grants:

Year Ended December 31,

2002 2001 2000
Weighted-average risk-free interest rate . ... ..... 3.03% - 5.76% 5.78% - 6.34% 5.78% - 6.34%
Expected dividend yield .................... 0% 0% 0%
Expected lifeinyears ...................... 2.0 1.5-20 15-20
Expected volatility ........................ 89% 89% 70%

Revenue Recognition

The Company recognizes revenues when services have been rendered or products have been
delivered, the price to the buyer is fixed and determinable, and collectibility is reasonably assured. The
Company records service revenues, consisting of subscriber revenues, Sprint PCS travel revenues and
non-Sprint PCS roaming revenues, and equipment revenues consisting of sales of handsets and
accessories. Subscriber revenues consist of monthly recurring service charges and monthly non-recurring
charges for local, long distance, travel and roaming airtime usage in excess of the pre-subscribed usage
plan received from the Company’s subscribers and cancellation and late fee revenues less reductions for
billing adjustments and credits. The Company’s revenue recognition policies are consistent with the
guidance in Staff Accounting Bulletin No. 101, “Revenue Recognition in Financial Statements,”
promulgated by the Securities and Exchange Commission.

The Company recognizes service revenue from its subscribers as they use the service. The
Company pro-rates access revenue over the billing period and records airtime usage in excess of the
pre-subscribed usage plan. The Company’s subscribers pay an activation fee to the Company when they
initiate service. The Company defers activation fee revenue and direct customer activation costs on a
straight-line basis over the average life of its subscribers, which is estimated to be 30 months. Direct
customer activation costs in excess of activation fee revenue are recognized immediately. For the years
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ended December 31, 2002, 2001 and 2000, the Company recognized approximately $3.0 million,
$0.6 million and $24,000, respectively, of activation fee revenue. The Company has deferred
approximately $6.4 million and $3.5 million of activation fee revenue and related costs as of
December 31, 2002 and 2001, respectively, to future periods.

The Company records Sprint PCS travel revenue on a per-minute rate when a Sprint PCS
subscriber based outside the Company’s markets uses the Company’s network. The Company earned
approximately $54.9 million, $31.6 million and $3.0 million of Sprint PCS travel revenue for the years
ended December 31, 2002, 2001 and 2000, respectively. The Company records non-Sprint PCS roaming
revenue when a non-Sprint PCS subscriber uses the Company’s network. The Company earned
approximately $6.4 million, $1.0 million and $0.2 million of non-Sprint PCS roaming revenue for the
years ended December 31, 2002, 2001 and 2000, respectively.

Equipment revenue consists of proceeds from sales of handsets and accessories which are recorded
at the time of sale. Revenues from sales of handsets and accessories represent a separate earnings
process from service revenues because sales of handsets and accessories do not require customers to
subscribe to wireless services. The Company accounts for rebates, discounts and other sales incentives
as a reduction to revenue.

The Company participates in the Sprint national and regional distribution programs in which
national retailers such as Radio Shack, Best Buy and Circuit City sell Sprint PCS products and services.
In order to facilitate the sale of Sprint PCS products and services, national retailers purchase wireless
handsets from Sprint for resale and receive compensation from Sprint for Sprint PCS products and
services sold. For industry competitive reasons, Sprint subsidizes the price of these handsets by selling
the handsets at a price below cost. Under the Company’s Sprint PCS agreements, when a national
retailer sells a handset purchased from Sprint to a subscriber in the Company’s markets, the Company
is obligated to reimburse Sprint for the handset subsidy. The Company does not receive any revenues
from sales of handsets and accessories by national retailers. For a new subscriber activation and a
handset upgrade to an existing subscriber, the Company includes these handset subsidy charges in cost
of products sold in the consolidated statements of operations. Handset subsidy charges included in cost
of products sold for the years ended December 31, 2002, 2001 and 2000 were $10.8 million, $7.2 million
and $0, respectively. ’

Accounts receivable, net includes amounts due from customers with respect to subscriber revenues
and amounts due from the Company’s local indirect agents. The Company records an allowance for
doubtful accounts to reflect the expected loss on the collection of receivables. Activity in the allowance
for doubtful accounts for the years ended December 31, 2002, 2001 and 2000 was as follows:

December 31, 2002  December 31, 2001  December 31, 2000
(In Thousands)
Balance, beginning of year . . .. $ 4244 $ 88 G
Acquired from VIA Wireless

(See Note 16). . .......... — 1,232 —
Provision charged to expense . . 21,488 6,852 88
Charges to allowance ........ (21,389) (3,928) —

$ 4343 $ 4,244 $88
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Advertising Expenses

The Company expenses advertising costs when the advertising occurs. Total advertising expenses
amounted to approximately $12.5 million, $9.7 million and $1.1 million for the years ended
December 31, 2002, 2001 and 2000, respectively, and are included in selling and marketing expenses in
the consolidated statements of operations.

Concentration of Risk

Financial instruments, which potentially subject the Company to concentration of credit risk,
consist principally of cash and cash equivalents and accounts receivable. The Company maintains cash
and cash equivalents in accounts with financial institutions in excess of the amount insured by the
Federal Deposit Insurance Corporation. Management does not believe there is significant credit risk
associated with deposits in excess of the federally insured amounts. Further, the Company maintains
accounts with nationally recognized investment managers. Such deposits are not insured by the Federal
Deposit Insurance Corporation. Management does not believe there is significant credit risk associated
with these uninsured deposits.

Concentrations of credit risk with respect to accounts receivable are limited due to a large
‘subscriber base. Initial credit evaluations of subscribers’ financial condition are performed and security
deposits are generally obtained for subscribers with a high credit risk profile. The Company maintains
an allowance for doubtful accounts for potential credit losses.

Additionally, the Company derives substantial revenues and expenses from Sprint. A significant
amount of the Company’s financial transactions result from the Company’s relationship with Sprint, and
Sprint holds approximately four to eleven days of the Company’s subscriber lockbox receipts prior to
remitting those receipts to the Company weekly.

Reclassifications

Certain prior year amounts have been reclassified to conform with current year presentation.

Comprehensive Income

No statement of comprehensive income has been included in the accompanying financial
statements since the Company does not have any other comprehensive income to report.
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4. Sprint Agreements

The Company entered into four major agreements with Sprint and Sprint PCS in late 1998. They
are the management agreement, the services agreement, the trademark and service mark license
agreement with Sprint and the trademark and service mark license agreement with Sprint PCS. As
amended on December 28, 1999 and again effective August 13, 2001 in connection with the VIA
Wireless acquisition, the management agreement allows the Company to exclusively offer Sprint PCS
services in the Company’s markets containing approximately 11.1 million residents—Reno/Tahoe/
northern California; central valley of California; Spokane/Montana; southern Idaho/Utah/Nevada; and
southern Indiana/Kentucky. '

The management agreement has an initial term of 20 years ending in October 2018 with three
10-year renewals. It can be terminated if either party provides the other with two years’ prior written
notice or either Sprint PCS or the Company is in material default of its obligations. The key clauses
within the management agreement are summarized as follows:

Exclusivity. The Company is designated as the only person or entity that can manage or operate a
PCS network for Sprint PCS in the Company’s markets. Sprint PCS is prohibited from owning,
operating, building or managing another wireless mobility communications network in the Company’s
markets while the management agreement is in place.

Network Build-out. The management agreement specifies the terms of the Sprint PCS affiliation,
including the required network build-out plan. The Company has agreed on a minimum build-out plan
which includes specific coverage and deployment schedules for the network planned within its service
area and sets a target date for completion of June 1, 2005.

Products and Services Offered For Sale. The management agreement identifies the products and
services that can be offered for sale in the Company’s markets.

Service Pricing. The Company must offer Sprint PCS subscriber pricing plans designated for
national offerings. The Company is permitted to establish local price plans for Sprint PCS products and .
services only offered in the Company’s market. Sprint PCS retains 8% of the Company’s collected
service revenues but the Company retains 100% of revenues derived from traveling and equipment
revenues and proceeds from sales not in the ordinary course of business.

Traveling. The Company earns travel revenues when a Sprint PCS customer from outside of the
Company’s markets travels onto the Company’s network. Similarly, the Company pays Sprint PCS when
the Company’s own subscribers use the Sprint PCS nationwide network outside the Company’s markets.

Advertising and Promotion. Sprint PCS is responsible for all national advertising and promotion of
Sprint PCS products and services. The Company is responsible for advertising and promotion in the
Company’s markets.

Program Requirements Including Technical and Customer Care Standards. The Company must
comply with Sprint PCS’ program requirements for technical standards, customer service standards,
national and regional distribution and national accounts programs.

Non-Competition. The Company may not offer Sprint PCS products and services outside the
Company’s markets.
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Inability to Use Non-Sprint PCS Brands. The Company may not market, promote, advertise,
distribute, lease or sell any of the Sprint PCS products on a non-branded, “private label” basis or under
any brand, trademark or trade name other than the Sprint brand, except for sales to resellers.

Rights of First Refusal. Sprint PCS has certain rights of first refusal to buy the Company’s assets
upon a proposed sale.

The management agreement can be terminated as a result of a number of events including an
uncured breach of the management agreement or bankruptcy of either party to the agreement. In the
event that the management agreement is not renewed or terminated, certain formulas apply to the
valuation and disposition of the Company’s assets.

The services agreement outlines various support services such as activation, billing and customer
care that will be provided to the Company by Sprint PCS. These services are available to the Company
at established rates. Sprint PCS can change any or all of the service rates one time in each twelve-
month period. The Company may discontinue the use of any service upon three months’ written notice.
Sprint PCS may discontinue a service provided that it gives nine months’ written notice. The services
agreement automatically terminates upon termination of the management agreement.

The trademark and service mark license agreements with Sprint and Sprint PCS provide the
Company with non-transferable, royalty free licenses to use the Sprint and Sprint PCS brand names,
the “diamond” symbol and several other trademarks and service marks. The Company’s use of the
licensed marks is subject to adherence to quality standards determined by Sprint and Sprint PCS.
Sprint and Sprint PCS can terminate the trademark and service mark license agreements if the
Company files for bankruptcy, materially breaches the agreement or if the management agreement is
terminated.

5. Property and Equipment
Property and equipment consisted of the following:

December 31, 2002 December 31, 2001
(In Thousands)

Network equipment . .. . ................. $310,709 $264,165
Vehicles ......... ... ... .. ... ... 1,268 938
Furniture and office equipment ............ 10,855 9,446
Leasehold improvements . ................ 3,727 2,941
Land. . ... ... ... . 130 130
Buildings......... ... ... . .. . 4,670 4,670
331,359 282,290

Accumulated depreciation ................ (55,771) (21,333)
Property and equipment, net. . ........... $275,588 $260,957

Depreciation expense was approximately $34.4 million, $19.3 million and $2.0 million for the years
ended December 31, 2002, 2001 and 2000, respectively.
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6. Long-Term Debt and Capital Lease Obligations

Long-term debt and capital lease obligations outstanding as of December 31, 2002 and 2001 were
as follows:

» December 31, 2002  December 31, 2001
(In Thousands)

14% senior subordinated discount notes ....... $300,000 $ 300,000
Lesstdiscount. . .......... .. .. iunn.... (79,865) (107,546)
Less: detachable warrants . ............... (11,631) (13,228)

Senior secured credit facility . . .............. 245,000 215,000

Capital lease obligations . . . ................ 564 1,148

Building mortgage and other long-term liabilities . 3,653 4,295
Total long-term debt and capital lease

obligations ........... ... ... ... ..., 457,721 399,669
Less: current maturities. . . .. ............. 683 821

Total long-term debt and capital lease obligations,
excluding current maturities .............. $457,038 $ 398,848

The interest rates for the senior secured credit facility ranged from 4.8% to 6.6% during the year
ended December 31, 2002.

On April 11, 2000, Operating Company issued 14% senior subordinated discount notes. See Notes
15 and 19 for additional information.

On March 31, 2000, Operating Company entered into a $250.0 million senior secured credit facility
with Paribas, as administrative agent, and certain banks and other financial institutions as parties
thereto, which was guaranteed by UbiquiTel. The credit facility consisted of a revolving loan of up to
$55.0 million, a term loan A of $120.0 million and a term loan B of $75.0 million. The Company’s
obligations under the credit agreement are secured by all of the Company’s assets.

On March 1, 2001, Operating Company and Paribas and the other lenders under the senior
secured credit facility entered into a second amendment and consent to the credit agreement, whereby
the lenders increased the $250.0 million credit facility by $50.0 million to $300.0 million, and approved
UbiquiTel’s acquisition of VIA Wireless, including Operating Company’s subordinated bridge financing
of up to $25.0 million to VIA Wireless pending the closing of the transaction. See Note 16 for a
description of the VIA Wireless acquisition. The additional borrowing increased the term loan B to
$125.0 million. The Company fully drew down the term loans according to a mandatory draw down
schedule during the years ended December 31, 2002, 2001 and 2000.

The revolving loan and term loan A will mature in October 2007 and the term loan B will mature
in October 2008. The term loans A and B are required to be repaid beginning in June 2004 in fourteen
and eighteen consecutive quarterly instaliments, respectively. The amount of each of the quarterly
consecutive installments increases incrementally in accordance with the credit facility agreement. The
amount that can be borrowed and outstanding under the revolving loan reduces in eight quarterly
reductions of approximately $6.9 million beginning in December 2005. Effective March 1, 2003,
Operating Company can voluntarily prepay the term loans without a prepayment premium.

Operating Company may borrow funds as either a base rate loan with an interest rate of prime
plus 2.00% for the revolving loan and term loan A and prime plus 2.50% for term loan B or a
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Eurodollar Loan with an interest rate of the London Interbank Offered Rate, commonly referred to as
LIBOR, plus 3.25% for the revolving loan and term loan A and plus 4.25% for term loan B. In
addition, an unused credit facility fee ranging from 0.75% to 1.375% will be charged quarterly on the
average unused portion of the facility.

Amounts drawn down in 2001 and 2000 under the term loans A and B were funded into an escrow
account that was controlied by the lenders and could not be released until specified conditions had
been satisfied, including, among others, that the Company had used all of the proceeds from the sale of
its senior subordinated notes in April 2000 and from UbiquiTel’s initial public offering of its common
stock in June 2000 to pay fees and expenses in connection with those offerings, to fund the build-out of
the Company’s PCS network and for other general corporate and working capital purposes. The
Company drew down from the escrow account approximately $150.0 million in August 2001 and the
final $35.0 million in October 2001. In conjunction with the closing in March 2000, the increase of this
facility in March 2001, and the amendment executed in July 2002 described below, the Company
incurred financing fees of approximately $11.0 million which are being amortized over the term of the
credit facility.

In August 2001, the Company paid $69.6 million to the Rural Telephone Finance Cooperative to
retire VIA Wireless” outstanding senior secured credit facility and paid $5.8 million to the Federal
Communications Commission (“FCC”) in repayment of the outstanding notes of VIA Wireless for the
purchase of its FCC licenses for Fresno, Merced, Modesto, Stockton and Visalia, California, Johnstown
Pennsylvania, and Ada, Oklahoma.

VIA Wireless had a mortgage in the amount of $3.9 million on the date of acquisition. The
mortgage relates to a building and land that were purchased by VIA Wireless and had a balance of
approximately $3.6 million at December 31, 2002. The mortgage carries a fixed interest rate of 6.99%
and is payable in monthly installments of apprommately $37,000. The mortgage is due to be repaid in
full by April 2015. -

On July 17, 2002, the Company entered into an amendment to its senior secured credit facility.
The amendment primarily adjusted certain financial covenants, provided for new financial covenants
regarding minimum cash balances and minimum consolidated EBITDA (each as defined in the credit
facility), and imposed additional conditions on. the-availability of drawings under the $55.0 million
revolving line of credit. Beginning with the three months ended September 30, 2002, the Company
must meet the following financial and operating covenants: minimum levels for subscribers, revenues,
cash balances and network coverage, and maximum capital spending limits; and also must achieve
financial ratios including total debt to adjusted EBITDA and senior debt to adjusted EBITDA (each as
defined in the credit facility). Beginning with the three months ending June 30, 2004, the Company also
must achieve minimum EBITDA and meet additional financial ratios including interest coverage: to
EBITDA, total debt to EBITDA and senior debt to EBITDA ({each as defined in the credit facility},
among other restrictions. Beginning with the three months ending March 31, 2006, the Company also
must maintain a fixed charge coverage ratio (as defined in the credit facﬂlty) As of December 31,
2002, the Company was in compliance with all financial and operational covenants associated with its
senior secured credit facility and senior subordinated discount notes.

F-23



UbiquiTel Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

Aggregate minimum annual principal payments due on all issues of long-term debt for the next
five years at December 31, 2002 and thereafter are as follows:

Years Ending December 31, (In Thousands)

$ 683
8,351
14,722
53,488
60,879
411,094

$549,217

On February 26, 2003, Operating Company consummated certain transactions which reduced its
long-term debt outstanding and related future minimum annual principal payments due on all issues of
long-term debt (see Note 19). The Company will account for these transactions in accordance with
SFAS No. 15, “Accounting by Debtors and Creditors for Troubled Debt Restructurings,” and EITF
Issue No. 02-04, “Determining Whether a Debtor’s Modification or Exchange of Debt Instruments Is
Within the Scope of FASB Statement No. 15.”

7. Stockholders’ Equity
Common Stock

The holders of common stock are entitled to one vote for each share held of record on all matters
submitted to a vote of shareholders and do not have any cumulative voting rights. Subject to the rights
of the holders of any series of preferred stock, holders of common stock are entitled to receive ratably
such dividends as may be declared by the board of directors out of funds legally available therefor.
Holders of shares of common stock have no preemptive, conversion, redemption, subscription or
similar rights. If the Company liquidates, dissolves or winds up, the holders of shares of common stock
are entitled to share ratably in the assets which are legally available for distribution, if any, remaining
after the payment or provision for the payment of all debts and other liabilities and the payment and
setting aside for payment of any preferential amount due to the holders of shares of any series of
preferred stock. T

On November 1, 1999, the Company issued 6,834,000 shares of common stock to a group of five
shareholders (the “Founders™) as compensation for the Founders’ efforts prior to that time on behalf
of the Company and for the assignment of the Sprint PCS agreement for the Reno/Tahoe market. The
fair value at the time of issuance was $0.50 per share. In accordance with APB No. 25, the Company
recorded compensation expense during the year ended December 31, 1999 of approximately
$1.4 million which was presented as non-cash compensation for general and administrative matters in
the Company’s statements of operations. For stock issued to non-employees, the Company recorded a
charge during the year ended December 31, 1999 to additional paid-in-capital of approximately
$0.7 million, as the Founders were involved in raising equity capital for the Company.

On November 1, 1999, the Company issued 32,000,000 non-vested shares of non-voting common
stock to the Founders. These shares were issued to retain the Founders’ 13.4% ownership interest in
the event the Company issued additional stock and equity securities prior to its initial public offering.
All outstanding shares of non-voting common stock were canceled as of the closing of the Company’s
initial public offering in June 2000, for nominal value.
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On June 7, 2000, UbiquiTel completed the initial public offering of its common stock (“IPO”). A
total of 13,280,000 shares of common stock (including 780,000 shares of common stock upon exercise of
a portion of the underwriters’ overallotment option effective on July 6, 2000) were sold to the public at
a price of $8.00 per share. UbiquiTel received net proceeds of approximately $96.7 million after
underwriting discounts and offering expenses of $9.5 million. Concurrently with the IPO, all of the
shares of UbiquiTel’s preferred stock were converted into shares of UbiquiTel’s common stock on a
two-for-one basis.

Convertible Series A and Series B Preferred Stock

On November 23, 1999, the Company entered into a Series A preferred stock purchase agreement
to sell a total of 17,008,500 shares of Series A preferred stock at a purchase price of $1.00 per share.
Subject to the terms of the purchase agreement, the Company sold $1.0 million of Series A preferred
stock on November 23, 1999 when the Company had firm commitments for at least $33.0 million in
senior and subordinated debt financing, and the balance of approximately $16.0 million of Series A
preferred stock was sold on December 23, 1999 prior to the execution of the senior and subordinated
debt financing which occurred by December 31, 1999. Each share of the Series A preferred stock was
convertible at any time after the date of issuance into common stock at an initial conversion price of
$0.50 as adjusted for a 2-for-1 stock split subject to adjustments as defined in the purchase agreement.
Upon the closing of the IPO in June 2000, all outstanding shares of Series A preferred stock were
converted into shares of common stock at the then effective conversion rate.

On February 25, 2000, DLJ Merchant Banking Partners I, L.P, an affiliate of Donaldson,
Lufkin & Jenrette Securities Corporation, one of the Company’s underwriters in its IPO and a
predecessor to Credit Suisse First Boston Corporation (“CSFB”), entered into a securities purchase
agreement whereby it purchased 2,110,347 shares of 7% convertible Series B preferred stock at a
purchase price of $11.84 per share, or $25.0 million in the aggregate. Each share of Series B preferred
stock was convertible at any time after the date of issuance into common stock at the then effective
conversion rate. In accordance with EITF Issue No. 98-5, “Accounting for Convertible Securities with
Beneficial Conversion Features,” upon issuance of the Series B preferred stock, the Company had a
beneficial conversion resulting in a discount of approximately $13.0 million, which was recognized as a
dividend to the preferred shareholder during theé. year ended December 31, 2000. Upon the closing of
the IPO in June 2000, all outstanding shares of Series B preferred stock were converted into shares of
common stock at the then effective conversion rate.

Dividends

Holders of Series A and B preferred stock were entitled to receive cumulative dividends at a rate
of 7% per annum out of the assets of the Company. The cumulative accrued dividends of
approximately $1.0 million were paid in June 2000 concurrent with the conversion of preferred stock to
common stock upon the closing of the IPO.

The discount of approximately $13.0 million resulting from the allocation of the proceeds from the
Series B preferred stock to the beneficial conversion feature was included in preferred stock dividends
for the year ended December 31, 2000.

8. Warrants

At December 31, 2002, the Company had outstanding warrants to purchase an aggregate of
3,665,183 shares of common stock, including warrants to purchase 3,579,000 shares issued in connection
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with the 14% senior subordinated discount notes. These warrants, which were detachable, have been
exercisable at any time after April 15, 2001 at $11.37 per share and have a ten-year life. Warrants to
purchase 86,183 shares of common stock at an exercise price of $8.00 per share were issued to CSFB in
connection with the senior subordinated discount notes offering and have been exercisable since

June 13, 2001 and expire June 12, 2005. Warrants to purchase 1,148,804 shares of common stock
exercisable at $0.005 per share were issued to Paribas in connection with a 1999 credit facility
agreement. Paribas exercised these warrants in May 2001 on a cashless basis and received 1,147,861
shares of common stock (net of 943 shares-surrendered as payment of the exercise price).

The Company’s accounting for the warrants issued to Paribas was, at the time of issuance, based
on the fair market value of the warrants of approximately $0.6 million and was determined by using the
Black-Scholes model with the following assumptions: risk free interest rate of 6.4%, expected dividend
yield of 0%, expected life of five years, and expected volatility of 70%.

On February 26, 2003, Operating Company consummated in a private placement a new financing
of $12.8 million aggregate principal amount of Series B senior discount notes due 2008 (see Note 19).
In connection with this transaction, the Company issued detachable warrants to purchase approximately
9.6 million shares of common stock for an exercise price of $0.01 per share.

9. Stock-Based Compensation
Employee Stock Purchase Plan

The Company commenced an Employee Stock Purchase Plan (the “ESP Plan”) on April 15, 2002.
Under the terms of the ESP Plan, during any calendar year there were four quarterly offering periods
beginning January 1%, April 1%, July 1% and October 1%, during which eligible employees could
participate. The purchase price was the lower of 85% of fair market value of the common stock on the
first business day of the offering period or 85% of the fair market value of the common stock on the
last business day of the offering period. The Company issued 315,383 shares of common stock at an
average per share price of approximately $0.35 in 2002.

On October 29, 2002, the Company’s board of directors approved amendments to the ESP Plan,
which among other items, authorized the suspension of the ESP Plan, which suspension became
effective with the offering period beginning January 1, 2003.

Stock Option Plan

On November 29, 1999, the Company entered into an employment agreement with its chief
executive officer. Under the employment agreement, the Company granted non-qualified options for
2,550,000 shares of common stock at a purchase price of $0.50 per share which the Company believes
was the fair market value of the stock at that time. The options vest in three equal installments over a
period of three years.

In January 2000, the board of directors and shareholders of the Company approved the 2000
Equity Incentive Plan. In 2001, the Company’s board of directors and shareholders approved the
Amended and Restated 2000 Equity Incentive Plan (the “Equity Incentive Plan”). The purpose of the
Equity Incentive Plan is to attract, retain and reward key employees, consultants and non-employee
directors. A committee consisting of non-employee members from the board of directors administers
the Equity Incentive Plan. The committee may grant stock options, stock appreciation rights and other
equity-based awards to eligible persons, as defined in the Equity Incentive Plan, including directors.
The Equity Incentive Plan authorizes up to 7,500,000 shares of common stock for issuance and does
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not include awards paid in cash. Stock options are normally granted with an exercise price equal to the
fair market value of the common stock on the date of grant.

In January 2000, the Company issued 260,000 options with an exercise price that was
approximately $7.50 less per share than the fair market value of the common stock on the date of
grant. The Company is recognizing compensation expense over the 48-month vesting period for these
options. During the years ended December 31, 2002, 2001 and 2000, the Company amortized
$0.4 million, $0.4 million and $0.5 million of this expense, respectively.

In May 2002, the Company modified 1,220,800 options previously issued to employees and board
members to reduce the exercise price to $4.00, which was approximately $2.14 above the fair market
value on the date of modification. The modification results in variable accounting for these options
until exercised, forfeited or they expire unexercised; however, no compensation expense has been
recorded as the fair market value of the Company’s stock has not exceeded the modified exercise price
in any period since modification.

The following is a summary of the options granted and outstanding at December 31, 2002, 2001
and 2000, respectively:

December 31, 2002 December 31, 2001 December 31, 2000

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise
Shares Price Shares Price Shares Price

Outstanding at beginning of year . ... ...... 4,611,000 $2.72 4,233,500 $2.19 3,200,000 $0.50
Granted . ...... ... .. .. .. . . ... 1,080,000 1.83 447500 6.93 1,233500 6.31
Exercised .......... .. ... . — —  (25,000) 0.50 — —
Forfeited. . ............ ... ... .... (355,200) 3.52 (45,000) 0.50 (200,000) 0.50
Outstanding at end of year ... ........... 5,335,800 $1.57 4,611,000 $2.72 4,233,500 $2.19
Options exercisable at end of year ... ...... 3,644,776 $1.17 2,337,542 $1.68 1,037,500 $1.04
Weighted average fair value of options

granted duringyear . .................. $1.83 $7.45 $7.89

The following table summarizes information about stock options outstanding at December 31,
2002:

Options Options
Outstanding at Weighted-Average Exercisable at Weighted-Average
Range of Exercise Prices December 31, 2002 Exercise Price December 31, 2002 Exercise Price
$050-8062 ......... .. ..., $3,130,000 $0.50 2,940,000 $0.50
$1.70 - $1.86 ............ ..., 965,000 1.85 52,500 1.70
$400-$8.00 ................ 1,240,800 4.06 652,276 4.12

10. Income Taxes

The income tax benefit for the year ended December 31, 2002 is comprised of a deferred tax
benefit of approximately $3.1 million and a current federal tax benefit of approximately $8.8 million
related to 2002 net operating losses from VIA Holding Inc. (“VIA Holding”) which can be carried
back against taxes paid by VIA Holding prior to the Company’s acquisition of VIA Wireless. Income
tax expense (benefit) for the years ended December 31, 2002, 2001 and 2000 differed from the amount
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computed by applying the statutory federal income tax rate of 34% to the loss recorded as a result of
the following:

Year Ended December 31,
2002 2001 2000
(In Thousands)

Computed “expected” tax (benefit) expense $(43,966) $(36,601) $(15,801)

State tax benefit, net of federal benefit (1,579)  (2,523) (728)

Tax gain on sale of PCS licenses 13,629 —

Senior subordinated discount notes interest 954 -—
Net adjustment for pre-acquisition VIA Wireless

income allocation (345) —

3,977 183

Change in valuation allowance 32328  (16,557) 16,346

Purchase accounting-VIA Wireless acquisition —_ 37,466 —

Total income tax (benefit) expense $(11,927) $ 0 $ 0

Since inception, the Company has generated losses for both book and tax purposes. As a result,
the Company has not recorded potential income tax benefits that may be received and has not applied
current losses to future years in which the Company has taxable income. Under accounting rules, these
benefits can only be recorded when it is more likely than not that these benefits will be realized.
Because the Company has a limited operating history, a full valuation allowance was recorded as of
December 31, 2002, 2001 and 2000.

At December 31, 2002, the Company had consolidated net operating loss carryforwards for federal
and state income tax purposes totaling approximately $201.3 million, of which approximately
$24.8 million will be carried back and applied against the prior year taxable income of an acquired
subsidiary and approximately $176.5 million will carry forward to future years. The net operating losses
will begin to expire in 2020. These carryforwards may be limited due to changes in ownership in
accordance with Internal Revenue Service guidelines.
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The Company’s net deferred tax asset consisted of the following amounts of deferred tax assets
and liabilities as of December 31, 2002 and 2001:

December 31,
2002 2001
(In Thousands)

Deferred tax assets:

Allowance for doubtful accounts ....................... $ 1,704 § 1,607
Start-up/organizational costs . .......... ... ... 428 521
Non-cash compensation . . .. ......... . ... ... 507 861
Deferred activation ... ........ . i e 2,572 1,326
Accumulated amortization . . . ....... .. .. 581 703
Senior subordinated discount notes interest . .............. 24,316 13,457
Net operating losses .. ........ ... ... . . . ... 62,125 27,301
Other . ... . e e e 81 8
Total deferred tax assets. . . ... . vttt $ 92,314 $45,784
Deferred tax liabilities:
Accumulated depreciation . .. ... ... $ 19,611 $ 8,109
Purchase accounting .. ...... ... ... ... . i 39,036 40,506
Deferred expenses. . . . . ...t 977 311
Other . .. 362 —
Total deferred tax liability. .. ........................ 59,986 48,926
Subtotal .. ... .. 32,328 (3,142)
Valuation allowance .. ......... ..., (32,328) —
Net deferred tax asset (liability) ...................... $ 0 $(3,142)

11. Commitments
Leases

The Company is obligated under operating leases for office space, retail stores, land for radio
communications sites, leased space on radio communications sites and office equipment. The Company
is recognizing rent expense on a straight-line basis over the life of the lease, which established deferred
rent on the balance sheet. Future minimum annual lease payments under these operating leases for the
next five years at December 31, 2002 and thereafter are as follows:

Years ending December 31: (In Thousands)
2003 L e e $16,072
2004 . e 16,164
2005 . e 14,551
2006 . . e 8,915
2007 L e e 7,066
Thereafter . .o o e e e e e 13,720
Total future minimum lease payments . . ...................... $76,488

Rental expense for operating leases was approximately $15.7 million, $12.0 million and $2.5 million
for the years ended December 31, 2002, 2001 and 2000, respectively.
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Employment Agreement

In November 2002, the Company entered into a new employment agreement with its chief
executive officer. The employment agreement is for a three-year term and provides for an annual base
salary of approximately $231,500, with a guaranteed minimum annual increase of 5% over the next two
years. In addition to his base salary, the chief executive officer is eligible to receive bonuses in such
amounts and at such times as determined by the disinterested members of the board of directors. The

“employment agreement provides that the chief executive officer’s employment may be terminated by
the Company with or without cause, as defined in the agreement, at any time or by the chief executive
officer for any reason at any time upon thirty days’ written notice to the Company.

If the Company terminates the employment of the executive without cause, within 30 days of
termination (or such other date mutually agreed to) the Company must pay the executive a single lump
sum payment in cash equal to one year’s salary, plus all outstanding unreimbursed expenses. Following
termination for a period of one year, the Company is required to maintain for the executive health, life
insurance, long-term disability, dental and medical programs specified in the employment agreement. If
the Company is required to make such payment within 24 months of a change of control (as defined in
the employment agreement) or the executive is terminated without cause or terminates for good reason
(each as defined in the employment agreement) due to, and within six months prior to, a change of
control, the executive would be entitled to receive a lump sum cash payment (in lieu of any other
payments), within 30 days of termination, equal to 2.99 times of the executive’s annual gross salary and
bonus for the year in which the change of control occurs or the immediately preceding year, whichever
is higher. The executive would be entitled to health, life insurance, long-term disability, dental and
medical program benefits for him and his family for the greater of 12 months or the remainder of the
term as if his employment had not been terminated.

12. Deferred Financing Costs

On March 31, 2000, the Company replaced a 1999 credit facility with a new $250.0 million senior
secured credit facility (see Note 6). An amount of $1.7 million related to the extinguishment of the old
facility was expensed as an extraordinary item during the year. Costs to secure the new facility of
approximately $7.1 million are included in deferred financing and are amortized over the term of the
facility.

On April 11, 2000, the Company finalized the issuance of $300.0 million senior subordinated
discount notes. An amount of $6.3 million was incurred on the issuance. Following the issuance, a 12%
senior subordinated note was prepaid and the unamortized financing cost of $0.3 million was expensed
as an extraordinary item.

In March 2001, the Company increased its senior secured credit facility from $250.0 million to
$300.0 million (see Note 6). An amount of approximately $2.8 million was incurred in connection with
the increase in the facility, and is being amortized over the term of the facility.

In July 2002, the Company amended its senior secured credit facility to modify certain covenants.
An amount of approximately $1.2 million was incurred in connection with the amendment, and is being
amortized over the term of the facility.

Amortization of deferred financing charges amounted to approximately $1.9 million, $1.5 million
and $1.1 million for the years ended December 31, 2002, 2001 and 2000, respectively, and was included
in interest expense.
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In connection with the issuance in an exchange offer of $48.2 million aggregate principal amount
of new 14% senior discount notes due May 15, 2010 on February 26, 2003, Operating Company wrote
off certain deferred financing costs associated with the issuance of $300.0 million aggregate principal
amount of 14% senior subordinated discount notes in April 2000 and incurred costs which will reduce
the gain resulting from the exchange offer. In addition, Operating Company incurred costs in
connection with the concurrent consummation of the issuance of 14% Series B senior discount notes
due 2008 (see Note 19).

13. Related Party Transactions

For the year ended December 31, 2000, certain shareholders of the Company provided services in
connection with obtaining, negotiating and closing the preferred stock offering and $250.0 million
senior secured credit facility. Fees incurred for those services amounted to $1.0 million.

For the year ended December 31, 2000, the Company paid The Walter Group, Inc., a shareholder
affiliated with a director, approximately $13,000 for consulting services.

On September 24, 1999, the Company entered into an agreement with an affiliate of a
shareholder, LCC International, Inc., which provided radio base station network design and
optimization and site acquisition services to the Company in connection with the Company’s network
build-out. For the years ended December 31, 2001 and 2000, the Company incurred costs of
approximately $13.2 million and $18.4 million, respectively, from LCC for network design and
optimization and site acquisition expenses incurred during the periods.

On October 28, 1999, the Company entered into an agreement with a shareholder, SpectraSite
Communications Inc., that owns and operates communications towers. For the years ended
December 31, 2001 and 2000, the Company incurred costs of approximately $16.1 million and
$4.3 million, respectively, from SpectraSite for capital expenditures and lease expenses incurred during
the periods. In addition, SpectraSite owed the Company approximately $1.2 million and $1.1 million as
of December 31, 2001 and 2000, respectively. These amounts have subsequently been paid by
SpectraSite.

In July 2001, the Company’s board of directors authorized a $300,000 payment to the former
interim chief financial officer, who is a director and a shareholder, for his services in connection with
the VIA Wireless acquisition and related matters, subject to the consummation of the VIA Wireless
acquisition. Following the VIA Wireless acquisition in August 2001, the payment was made during the
year ended December 31, 2001.

Credit Suisse First Boston Corporation, a shareholder and holder of 86,163 warrants to purchase
common stock, served as the Company’s financial advisor in connection with the VIA Wireless
acquisition. The Company paid CSFB approximately $2.8 million for the financial advisory services in
the year ended December 31, 2001. In April 2000, the Company paid a commitment fee of
approximately $0.5 million to an affiliate of CSFB in connection with the closing of the Company’s
offering of senior subordinated discount notes. CSFB also was an initial purchaser under the offering of
the units of senior subordinated discount notes and warrants in April 2000, for which the Company
paid CSFB approximately $4.5 million for performing these services. CSFB, through its predecessor,
Donaldson, Lufkin & Jenrette Securities Corporation, was the lead manager of the Company’s initial
public offering and received underwriting compensation of approximately $6.6 million during the year
ended December 31, 2000.
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Effective February 20, 2002, the board of directors approved an approximate $2.6 million
short-term demand loan to the Company’s chief executive officer. The loan was repaid in full on
March 12, 2002 with accrued interest of approximately $7,000.

On February 26, 2003, Operating Company consummated in a private placement a new financing
of $12.8 million aggregate principal amount of Series B senior discount notes due 2008. Three directors
of the Company or their affiliates participated in this transaction (see Note 19).

14, Litigation

UbiquiTel is not a party to any pending legal proceedings that management believes would, if
adversely determined, individually or in the aggregate, have a material adverse effect on our financial
condition or resuits of operations.

15. Wholly-Owned Operating Subsidiary

On April 11, 2000, Operating Company issued 14% senior subordinated discount notes (the
“Notes”) with a maturity value of $300.0 million and warrants to purchase 3,579,000 shares of common
stock of UbiquiTel at an exercise price of $11.37 per share under Section 4(2) of the Securities Act of
1933. In August 2000, the Notes and warrants were registered with the Securities and Exchange
Commission. The Notes were issued at a discount and generated approximately $152.3 million in gross
proceeds. The value assigned from the proceeds to the warrants was approximately $15.9 million. The
proceeds have been used to fund capital expenditures relating to the network build-out and operating
losses. The Notes have a ten-year maturity and will accrete in value until April 15, 2005 at an interest
rate of 14%. Interest will become payable semiannually beginning on October 15, 2005. Up to 35% of
the Notes may be redeemable on or prior to April 15, 2003 from net proceeds of one or more public
equity offerings, other than UbiquiTel’s IPO in June 2000. Any remaining Notes will be redeemable on
or after April 15, 2005.

The indenture governing the Notes contains customary covenants, including covenants limiting
indebtedness, dividends and distributions on, and redemptions and repurchases of, capital stock and
other similar payments, the acquisition and disposition of assets, and transactions with affiliates or
related persons. The indenture governing the Notes provides for customary events of default, including
cross defaults, judgment defaults and events of bankruptcy.

UbiquiTel has fully and unconditionally guaranteed Operating Company’s obligations under the
Notes. UbiquiTel has no independent assets or operations separate from its investment in Operating
Company.

On February 26, 2003, Operating Company completed a private placement exchange of
$48.2 million aggregate principal amount of its new 14% senior discount notes due May 15, 2010 and
$9.6 million in cash for $192.7 million aggregate principal amount of its outstanding 14% senior
subordinated discount notes due April 15, 2010. (see Note 19).

16. Acquisition of VIA Wireless LLC and Spokane Market

On February 22, 2001, UbiquiTel entered into a merger agreement for the acquisition of VIA
Wireless, a privately-held Sprint PCS network partner. Upon the closing of the merger agreement, as
amended and restated, on August 13, 2001, VIA Wireless became a wholly owned subsidiary of
UbiquiTel through a series of mergers and related transactions. In the transaction, shareholders of the
members of VIA Wireless and certain employees of VIA Wireless received in the aggregate 16,400,000
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shares of UbiquiTel’s common stock valued at approximately $122.0 million, and UbiquiTe! assumed
approximately $80.1 million of debt and incurred transaction costs of approximately $10.7 million. The
total purchase price and transaction costs were approximately $212.8 million. On October 17, 2001,
UbiquiTel sold the VIA Wireless California PCS licenses for $50.0 million in cash, resulting in net debt
assumed in the acquisition of $30.1 million. VIA Wireless was the exclusive provider of Sprint PCS
digital wireless services to the central valley of California. The acquisition has been accounted for as a
purchase and accordingly the operating results of VIA Wireless and its subsidiary have been included in
the statements of operations from the date of acquisition.

UbiquiTel obtained an independent valuation of certain assets of VIA Wireless to allocate the
purchase price. The result of the valuation was as follows (in thousands):

Net tangible @ssets. . . . ..ot e $ 68,480
Sprint PCS management agreement . ..............ccovernnnn. .. 79,121
Subscriber base acquired . ... ... L 13,950
California PCS ICENSES . . . v v v it e e e e e 50,000

$211,551

A condensed unaudited balance sheet stating the assigned values for each major asset, liability and
equity account of VIA Wireless as of the date of acquisition (August 13, 2001) was as follows (in
thousands):

Assets:
Cash and cash equivalents .. ..... ... ... ... ... .. . . .. $ 1,734
Other Current assets . . .. ittt it et e e 7,180
Property, plant and equipment, net. .. ... ... ... . L 68,480
Sprint PCS management agreement . ........................... 79,121
Subscriber base . .. .. ... 13,950
California PCS Icenses . ... ot e e e 50,000
Other long-term assets. .. ....... e 4,137
Goodwill . ............... e 27,277
$251,879
Liabilities and unitholders’ equity:
Accounts payable and accrued liabilities .. .................. .. ... $ 19,625
Current portion of long-termdebt .. ...... ... ... ... ........... 1,224
Other current liabilities .. ... . ... ... . . 971
Deferred tax liabilities . . . .. ... . i e 3,082
Long-term debt . . ... ... 94,623
Unitholders” equity ... ... . . 132,354
$251,879

As a result of the acquisition, the Company recorded goodwill of $27.3 million. Goodwill was not
amortized after the adoption of SFAS No. 142. The subscriber base acquired was initially being
amortized over 36 months, which represented the estimated average life of a subscriber in that market.
Effective April 1, 2002, however, the Company changed the amortization period to 20 months as a
result of an updated estimate of average subscriber life resulting from higher customer turnover in this

F-33




UbiquiTel Inc. and Subsidiaries

Notes to Consolidated Financial Statements (Continued)

market. The Sprint PCS management agreement is being amortized over 18 years, which approximates
the remaining life of the initial term of the Sprint PCS agreement covering the VIA Wireless service
area.

In January 2000, the Company signed an agreement to purchase from Sprint PCS the Spokane,
Washington market’s PCS networks and related assets and subscribers for approximately $35.5 million.
The Company closed this transaction on April 15, 2000. The acquisition was accounted for under the
purchase method of accounting. The operating results of the acquired business have been included in
the statements of operations from the date of acquisition.

The amount of the purchase price and its allocation were as follows (in thousands):

Net tangible assets
Intangible assets—customer list
Goodwill

Through December 31, 2001, the resulting goodwill from the Spokane market acquisition was
being amortized over 20 years, but effective January 1, 2002, goodwill is not being amortized due to the
Company’s adoption of SFAS No. 142.

The acquisitions of VIA Wireless and the Spokane market have been accounted for as purchases
and accordingly the results are included in the consolidated financial statements of the Company since
their respective dates of acquisition. The following unaudited pro forma financial information assumes
the acquisitions had occurred as of January 1, 2000:

2001 2000

(In Thousands, Except .
Per Share Data)

TOtal TEVEIUES .+« v v o e e e e e e e et e $ 125323 $ 43,107
Net loss before extraordinary item and preferred stock dividends. . .......... (134,976)  (61,861)
Preferred stock dividends plus accretion . . ........ ... ... . —  (14,601)
Net loss before extraordinary item . . ............ ... ... ... . ... ... ..., (134,976)  (76,462)
Extraordinary item—early extinguishment of debt . . ............... ... ... — (4,218)
Net loss applicable to common stockholders . ............... ... ... $(134,976) $(80,680)
Net loss before extraordinary item and non-recurring items per common share,

basicand diluted . . . ... ... .. $ (191 $ (1.06)
Net loss per common share, basic and diluted .. ....................... $ (@191) § (1.12)

The pro forma information is not necessarily indicative of the results that would have been
reported had such events actually occurred on the date specified, nor is it intended to project the
Company’s results of operations or financial position for any future period.
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17. Supplementary Financial Information

UbiquiTel’s selected quarterly financial results of operations (unaudited) for each quarter in the
years ended December 31, 2002 and 2001 were as follows:

Quarter Ended

March 31, June 30, September 30, December 31,
As originally As As originally . As As originally As As originally

reported reclassified reported reclassified reported reclassified reported

(In Thousands, Except Per Share Amounts)
2002

Total revenues . . .. $ 45,603 $ 46,085 $ 53,319 $ 53,604 $ 60,471 $ 61,006 $ 60,110
Operating loss . . . . (22,135) (22,135) (23,235) (23,23%5) (22,059) (22,059) (17,739)
Netloss ........ ©(29,745) (29,745) (31,073) (31,073) (30,482) (30,482) (26,086)

Basic and diluted
earnings per share. § (0.37) $ (037) $ (0.38) $ (0.38) $ (038 3 (038) § (032

2001
Total revenues . ... $ 6,039 $ 11,075 $ 30,662 $ 45,797
Operating loss . ...  (10,238) (17,045) (20,739) (28,898)
Net 108§ . ....... (14,064) (24,090) (29,568) (39,933)
Basic and diluted
earnings per share. § (0.22) $ (0.38) $ (0.40) $ (0.49)

The sum of the quarterly per share amounts may not equal the annual per share amount due to
relative changes in the weighted average number of shares used in the per share computation.

Certain reclassifications have been made to the previously-issued 2002 quarterly amounts to
conform to 2002 year end classifications. During the fourth quarter of 2002, the Company increased
total revenues and cost of products sold to recognize equipment revenue and the related cost of
products sold on handsets and accessories sold to local indirect agents.

During the quarter ended September 30, 2001, the Company consummated its acquisition of VIA
Wireless (see Note 16).

18. Restatement of Financial Statements

On July 10, 2001, the Company revised its consolidated financial statements for the year ended
December 31, 2000 to increase the preferred stock dividends plus accretion by $4,220,246. This
correction of an error had no impact on the Company’s assets or total stockholders’ equity and it
resulted in a corresponding decrease and increase to additional paid-in-capital and accumulated deficit,
respectively. The change had no impact on loss before extraordinary item and preferred stock dividends
and increased the loss before extraordinary item, net of income taxes and net loss by $4,220,246. The
change increased the net loss per share and the net loss before extraordinary item per share for the
year ended December 31, 2000 by $0.08 per share. The change had no impact on the Company’s cash
flows. The $8,766,000 originally recorded as a beneficial conversion in the consolidated financial
statements for the year ended December 31, 2000 incorrectly assumed an $8.00 market value per share.
The revision assumes a $9.00 market value per share of common stock.

19. Subsequent Events

On February 26, 2003, Operating Company consummated its private placement exchange of
$48.2 million aggregate principal amount of its new 14% senior discount notes due May 15, 2010
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(“New Notes”) and $9.6 million in cash for $192.7 million aggregate principal amount of its outstanding
14% senior subordinated discount notes due April 15, 2010 (“Existing Notes”). Additionally, Operating
Company consummated a related new financing, in a private placement offering, of $12.8 million
aggregate principal amount of Series B senior discount notes due 2008 (“Series B Notes”) in which
Operating Company received cash proceeds of $9.6 million to fund the cash portion of the exchange.
Under the new financing, the Company issued detachable warrants to purchase approximately

9.6 million shares of its common stock at an exercise price of $0.01 per share. The Company wrote off
approximately $2.9 million in deferred financing fees related to the original issuance of the Existing
Notes and the Company incurred fees and expenses of approximately $3.8 million in connection with
the issuance of the New Notes, which will reduce the gain resulting from the exchange offer, and the
Company incurred approximately $0.4 million in connection with the issuance of the Series B Notes.

Three directors of the Company or their affiliates participated in the private placement offering for
consideration of approximately $3.3 million, and were issued approximately $4.4 million aggregate
principal amount of Series B Notes and approximately 3.3 million detachable warrants. The warrants
received by the directors are not exercisable and will not become exercisable at the exercise price of
$0.01 per share unless the Company obtains shareholder approval of the issuance of the shares issuable
upon exercise of the warrants in accordance with Nasdaq Marketplace Rule 4350(i)(1)(A) on or before
September 30, 2003. If such shareholder approval is not obtained on or before September 30, 2003, the
warrants will become exercisable as of September 30, 2003 at an exercise price of $0.29 per share,
which was equal to the fair market value of the common stock on the date that the purchase
agreement was entered into, rather than $0.01 per share, and the interest rate on the Series B Notes
held by the directors will be increased to 15% from 14% as of September 30, 2003.

As a condition to these transactions, the Company’s senior lenders required the Company to
prepay $15.0 million of its outstanding term loans under its senior secured credit facility, thereby
reducing the outstanding term loans under the senior secured credit facility to $230.0 million. In
addition, the $55.0 million unused revolving line of credit was permanently reduced by $5.0 million to
$50.0 million.

The Company has followed the provisions of SFAS No. 15, “Accounting by Debtors and Creditors
for Troubled Debt Restructurings” (““SFAS No. 157), and EITF Issue No. 02-04, “Determining Whether
a Debtor’s Modification or Exchange of Debt Instruments Is Within the Scope of FASB Statement 15,”
in recording these transactions. These provisions require that the carrying value of the New Notes be
recorded at the total future cash payments (principal and interest) specified by the New Notes;
therefore, the New Notes will be classified on our balance sheet as long-term liabilities and were valued
at $81.9 million as of February 26, 2003. As a result, no interest expense related to the New Notes will
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be recognized in future periods. The following table presents the aggregate gain recognized in the
transactions:

As of
February 26, 2003

(In Thousands,
Except Per Share

Data)
Principal amount of senior subordinated discount notes . . ..................... $192,720
Unamortized discount on senior subordinated discount notes ... ................ (48,214)
Unamortized discount on detachable warrants . . ............... ... ... ... ... (7,306)
Unamortized deferred financing costs . ........... . ... . (2,859)
Carrying value of debt exchanged .. ........ ... ... . ... . .. ... . . 134,341
Maximum future cash principal payments for senior discount notes. . ............. (48,180)
Maximum future cash interest payments for senior discount notes ............... (33,726)
Cash payments for amount of debt exchanged . . .......... ... ... ... ....... (9,636)
Direct expenses of exchange transaction ............. ... ... .. ... (3,781)
Aggregate gain from exchange transaction . ..............it e, $ 39,018
Aggregate gain per Share . . ... ... i e e $ 048

No related income tax effect is reflected on the gain from the exchange, as the Company expects
to utilize a portion of its net operating loss carryforwards to offset any resulting taxable income. Prior
to the exchange, the net operating loss carryforwards expected to be utilized had a corresponding
valuation allowance applied to reduce their carrying value to zero.

The following table sets forth our consolidated indebtedness as of February 26, 2003 to give effect
to the New Notes and the Series B Notes:

(In Thousands)
Long-term debt:

Senior secured credit facility . ......... ... .. . $230,000
Capital lease obligations .. ......... ... . . . 468
Building mortgage and other long-termdebt .. ............. ... ... .. . ..., 3,616
Total secured debt . . .. .. . e e 234,084
NeW NOtES . o ittt e e e e e e e e e e 48,180
Less: unamortized original issue discount . ........ ... ... ... . o0 e (12,045)
Series B INOES . . ot e e 12,848
Less: unamortized original issue discount . ............ .. ... .. . ... ..., (3,212)
Less: detachable Warrants . . ... ... . i i e e e e (3,833)
EXisting NOtES. . o vt ettt e e e e 107,280
Less: unamortized original issue discount . .......... ... .. . i, (26,839)
Less: detachable warrants. . .. ... ... .. . i e (4,067)
Subtotal . . .. 352,396
Future cash flows associated with New Notes for interest and other . . ............ 45,771
Total long-term debt .. ... ... ... .. 398,167
Less: current maturities . .. ... vttt it e e e 626
Total long-term debt, excluding current maturities . . . ... ... .. $397,541
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Following the exchange, the Company will have no interest expense with respect to the New Notes
due to the accounting treatment of the New Notes under the provisions of SFAS No. 15. As a result of
these transactions, the Company will reduce overall debt by approximately $146.7 million aggregate
principal amount ($113.8 million aggregate accreted value) and cash interest requirements by
approximately $9.7 million in 2005 and approximately $19.3 million beginning in 2006, providing
cumulative savings of approximately $243.0 million.
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